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MAKING SENSE OF CONSUMER CREDIT 
REPORTS 


WEDNESDAY, DECEMBER 19, 2012 

U.S. Senate, 

Subcommittee on Financial Institutions 
AND Consumer Protection, 
Committee on Banking, Housing, and Urban Affairs, 

Washington, DC. 

The Subcommittee convened at 10:06 a.m. in room 538, Dirksen 
Senate Office Building, Hon. Sherrod Brown, Chairman of the Sub- 
committee, presiding. 

OPENING STATEMENT OF CHAIRMAN SHERROD BROWN 

Senator Brown. The Subcommittee will come to order. Thank 
you for joining us. I will welcome Mr. Stone in a minute. We will 
have two panels today. 

I thank Senator Corker. This may be our last hearing together 
like this on the Subcommittee, as Senator Corker moves on to big- 
ger and better things, and I appreciate his cooperation and his good 
sense in asking tough questions during his Subcommittee hearings 
over the last couple of years. 

Americans, as we know, depend on access to credit to fund our 
education, purchase homes, to run their businesses. That is why we 
need to address credit reports, one of the most significant and least 
understood elements of the consumer credit system. 

This hearing highlights yet another benefit of Dodd-Frank and 
the new Consumer Financial Protection Bureau. In the past, the 
Federal Trade Commission has had authority over furnishers, 
those who send financial information to the credit bureaus. Those 
furnishers are, in most cases, banks. But it did not have the au- 
thority — the FTC did not have the authority to examine the credit 
bureaus themselves. They could only bring enforcement actions. 

The CFPB has comprehensive authority now to examine the op- 
erations of credit bureaus, to shed new light on the credit reporting 
industry, about which we do not know much in many ways, and to 
write new rules of the road. That is just one reason why the CFPB 
is so important. 

Though consumers are entitled to one free copy of each of their 
credit reports each year, one from each of the three bureaus, if they 
choose to do that, the CFPB finds that only one in five consumers 
request a copy of their credit year report in any given year. Last 
year, eight million consumers disputed more than 30 million items 
in their credit report, challenging their voracity or accuracy in one 
way or another. Even though each American, every American who 

( 1 ) 
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is in the credit system, as most Americans are, each American has 
three credit reports, one for each one of the bureaus, an error on 
just one credit report can affect that consumer’s ability to access 
credit. 

A former colleague of mine in the House of Representatives re- 
cently contacted my office. His wife had passed away earlier this 
year. When he applied for a mortgage, he was denied because one 
of his credit reports listed him as deceased. When he called the bu- 
reau to tell them that he is still alive, he was told that the error 
would take 30 days to correct, and 30 days is a long time if you 
are in the midst of a financial transaction, obviously. He got in 
touch with us. We fixed the problem for him, something he should 
not have had to do. But he still does not know what other credit 
reports say. 

Unfortunately, that is just one story, admittedly, but these sto- 
ries are all too common. An investigative series in one of my State’s 
largest newspapers, the Columbus Dispatch, found that more than 
half of consumers who filed credit report complaints with the FTC, 
back when it was done that way still, had been unable to resolve 
their issues through the normal dispute process with credit bu- 
reaus. Problems abound, even for consumers with nearly flawless 
credit. 

One of the Nation’s foremost bankruptcy experts visited my office 
last week. She has nearly perfect credit and recently received an 
auto loan with a rate of 1 percent. She then received an adverse 
action notice in the mail explaining she may have received a higher 
than expected rate because of adverse information on her credit re- 
port. It is hard to think she could have gotten a rate below 1 per- 
cent, but it was not explained, and like most hard-working Ameri- 
cans, she did not have the time to really pursue the follow-up with 
the organization that sent the notice. 

These examples, in my mind, show that the current system does 
not work always for consumers. It does work and is quite profitable 
for the banking industry, who are the main customers of those 
three bureaus, admittedly, but not for consumers who ultimately 
fact the impact of credit ratings, credit scores. 

Creditors make money off of loans with higher rates. Their abil- 
ity to report negative information too often gives them leverage 
over consumers. Credit bureaus are largely paid by the lenders, by 
the furnishers, in many ways, by the lenders themselves when they 
go back to the bureaus and ask for information. Conducting thor- 
ough investigations costs money and cuts into profit margins. 
Under the law, credit bureaus and creditors have some general 
commands, but few concrete obligations. 

Too often, the burden is on the consumer, whose credit rating 
and credit score may not be accurate and whose interest rates on 
their financial transactions may be higher as a result. The burden 
is on consumers who do not know enough about their credit re- 
ports — too few people ask for them — or who do not have time to 
navigate the all-too-often arcane and confusing system. 

I look forward to hearing from our witnesses how we can help 
to work together to create a system that really protects consumers’ 
interests, is more transparent and more understandable to all of us 
who use our credit system in this country. 
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Senator Corker. 

STATEMENT OF SENATOR BOB CORKER 

Senator Corker. Thank you, Mr. Chairman. I appreciate you 
calling the hearing and I have enjoyed working with you over the 
last couple of years, and I certainly look forward to the testimony 
of our witnesses and learning more about some of the issues 
around credit reporting. So thank you for being here and I look for- 
ward to your testimony. 

Senator Brown. Thanks. Thank you. Senator Corker. 

Corey Stone is Assistant Director for the new Consumer Finan- 
cial Protection Bureau’s Office of Deposits, Cash, Collections, and 
Reporting Markets. Immediately prior to joining CFPB, Mr. Stone 
served as a Fellow at the Center for Financial Services Innovation, 
was Chair of Start Community Bank in New Haven, Connecticut, 
visiting clinical lecturer at Yale Law School’s Community and Eco- 
nomic Development Clinic. From 2006 to 2008, he served as CEO 
of Pay Rent, Build Credit, an alternative credit bureau helping un- 
derserved thin file, he called them, consumers to demonstrate their 
creditworthiness using their rental and bill repayment history. He 
served as a member of the Federal Reserve Board of Governors 
Consumer Advisory Council. He is a graduate of Harvard and the 
Yale School of Management. 

Mr. Stone, welcome, and thanks for your public service. 

STATEMENT OF COREY STONE, ASSISTANT DIRECTOR FOR 

THE OFFICE OF DEPOSITS, CASH, COLLECTIONS, AND RE- 
PORTING MARKETS, CONSUMER FINANCIAL PROTECTION 

BUREAU 

Mr. Stone. Chairman Brown, Ranking Member Corker and 
Members of the Subcommittee, thank you for the opportunity to 
testify today on the consumer credit reporting industry. 

Credit reporting plays a critical role in consumers’ financial lives. 
Credit reports on consumers’ financial history and behavior can de- 
termine their eligibility for credit cards or car loans and home 
mortgage loans, and they often affect how much consumers pay for 
their loans. The industry is critical in our economy. It promotes ac- 
cess to credit that consumers can afford to repay. Without credit 
reporting, many consumers likely would not be able to get credit 
at all. 

Credit reports are also often used in a number of noncredit deci- 
sions about consumers. They can be used to determine whether a 
consumer is offered a job, a car, homeowners’ insurance, or rental 
housing. 

The CFPB is the first Federal Government agency that super- 
vises both consumer reporting companies and the largest banks 
and many of the nonbanks that provide them with consumers’ cred- 
it information. This responsibility is a priority of the Bureau. Last 
year, the CFPB published one report to Congress on credit scores 
and another report on whether remittance information might help 
consumers develop positive credit scores. Earlier this year we pub- 
lished a Consumer Advisory about credit reports. In July, the 
CFPB adopted a rule to extend its supervision authority to cover 
larger consumer reporting agencies. In September, the CFPB re- 
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leased its examination procedures for these companies along with 
a study examining credit scores — the three-digit numbers used to 
assess consumers’ creditworthiness. In mid-Octoher, the CFPB 
began handling individual complaints about consumer reporting 
companies. If a consumer files a complaint with a credit reporting 
company and is dissatisfied with the resolution, the CFPB is avail- 
able to assist. 

As many of us at the CFPB conduct outreach all over the country 
to learn how consumers hurt by the financial crisis are recovering, 
we have heard many express frustrations about their credit reports 
or credit scores. And we have heard a considerable amount of con- 
fusion and misunderstanding about credit reporting. 

Last week, the CFPB issued a new report based on information 
provided by the big three consumer reporting companies — Equifax, 
Experian, and TransUnion — and their industry association. The re- 
port highlights the basic systems that credit reporting companies 
use to collect, organize, and maintain consumer credit information. 
It is one of the most comprehensive looks at the consumer report- 
ing industry to date. And it represents a significant step forward 
in understanding this industry and making it more transparent for 
consumers. 

Some of the key findings in the report are, first, more than three 
quarters of the trade lines in the credit bureaus’ databases come 
from the top 100 furnishers of information. These are largely the 
large banks and nonbank lenders — and now the largest debt collec- 
tors and debt buyers — who fall under the CEPB’s supervision. This 
means for the first time a Eederal agency has the tools to examine 
and understand how well all parts of the credit reporting system 
are working — including both the sources of credit information and 
the credit bureaus themselves. 

Another finding, more than a third of consumer disputes relate 
to collections items. In fact, the information provided by the collec- 
tion industry is five times more likely to be disputed than informa- 
tion from the mortgage industry. 

Another finding: A relatively small percentage of consumers — ap- 
proximately just 20 percent — look at their credit reports each year. 
This is a shame because — while we do not know for sure how com- 
mon inaccuracies are — it is likely that many additional consumers 
could identify and correct inaccuracies if they reviewed their credit 
reports. 

Another finding: Most complaints are forwarded to the furnishers 
that provided the original information when they are submitted to 
the credit bureaus. Credit reporting companies on average refer 85 
percent of complaints on to the furnishers that provided the origi- 
nal information. But documentation that consumers mailed in to 
support their cases may not be getting passed on to the data fur- 
nishers for them to properly investigate and report back to the 
credit reporting company. 

The CFPB’s report should help clarify the confusing world of con- 
sumer reports. It should help to inform policymakers and con- 
sumers about how this important industry works. If consumers 
know more about how these companies report on credit use, con- 
sumers should be better able to make decisions for themselves and 
use credit more wisely. 
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Thank you for inviting me to testify today. I will be happy to an- 
swer any questions you have about our report. 

Senator Brown. Thank you, Mr. Stone. 

Expand on the last things you said, that if a consumer that is 
signing up, that is doing a refi of their home, of their home mort- 
gage, wants to challenge her credit score and talks to one of the 
three companies that does that, typically — and sends documenta- 
tion of something that she said is inaccurate — typically, the credit 
bureau does not go back to the original furnisher of the information 
with the — I mean, goes back to them, but not with the documenta- 
tion that the consumer sent to the bureau, is that correct? 

Mr. Stone. That is correct. If the consumer sends in paper docu- 
mentation, if they were filing the complaint by mail or faxed it in 
or provided it in an email, that is correct. 

Senator Brown. There is also my understanding the CFPB’s 
study noted that only 255 characters of consumer-supplied text 
typically can be provided. Some do not even have a text field avail- 
able. That makes the consumer complaint less likely to be exam- 
ined in the way that the CFPB would recommend. Is my under- 
standing right about that? 

Mr. Stone. Well, we do not know what happens when the com- 
plaint gets to the furnisher. We know that the text field can be 
filled in either by the consumer themselves when they file a com- 
plaint online, or if they call it in or mail it in, it can be translated 
onto a text field, that same text field, by a representative of the 
consumer reporting agency. 

Senator Brown. So my understanding is the law requires the 
credit bureau supply the furnisher with all relevant information. 
So is that a violation of the law, that they have not provided? Part- 
ly, it is a technology issue that, I would think, could be fixed easily 
enough, I would think. And, second, it is just an issue that they 
make a determination not to send the furnisher all this informa- 
tion. So is that a violation of at least the spirit of FCRA, or it is 
a violation of the law? What is it? 

Mr. Stone. Senator, our purpose in putting together this paper, 
which is characteristic of the work of all of our markets teams, is, 
first, to be descriptive rather than prescriptive, so what we are de- 
scribing is what we heard. We have many tools with which we can 
make determinations about whether the law is being violated or 
not, and in this case, that is what is going to happen. So we have 
found that this information is not being forwarded. 

Senator Brown. Is it a fair statement to say that consumers 
must provide evidence when they challenge a credit score, but that 
creditors are taken at their word? 

[Pause.] 

Mr. Stone. It is — to describe the system that way, I think, would 
be accurate. So you are saying that the consumer can provide infor- 
mation, it is not going to get to the furnisher necessarily in the 
form in which they provide it. It does get converted into codes. It 
can be put into this limited text field and it can get to the fur- 
nisher — 

Senator Brown. Or may not entirely be passed on. 

Mr. Stone. It may not be passed on if it is a separate document. 
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Senator Brown. And the consumer — the bureau, then, makes 
this determination by — I mean, there is no outside player here. 
There is the consumer going back to the bureau, the bureau going 
to the furnisher, perhaps with less complete documentation, and 
then the bureau ultimately making the decision which will affect 
the consumer’s credit score, the consumer’s interest rate, the con- 
sumer’s access to credit generally, but all done internally with no 
real disinterested party making a determination, correct? 

Mr. Stone. I would not say it is fair necessarily to characterize 
the credit bureau as not a disinterested party, but their interest is 
in making sure that the complaint gets passed on and they fulfilled 
that obligation. They have created codes and mechanisms to auto- 
mate it as much as possible. And so the question is — is there more 
information that a furnisher could use to do a better investigation 
or not? So there are pieces of information that we know are not 
getting through. 

Senator Brown. One last question and I will turn to Senator 
Corker. The three bureaus make the great preponderance of their — 
the revenues for the three bureaus overwhelmingly come from the 
financial institutions, not from the consumer, correct? 

Mr. Stone. That is correct. 

Senator Brown. So the most important customers to the bureau 
are the furnishers and those whom they send the credit scores and 
share the credit information with the financial institutions, correct? 

Mr. Stone. That is correct, although I would point out that there 
is roughly a billion dollars of revenue earned by the three credit 
bureaus we are talking about today from consumers through credit 
monitoring services that they sell directly or wholesale through 
various partners. 

Senator Brown. Give me a couple of examples of — I know you 
pay $11 if you want your credit score. That does not make up much 
of the billion dollars, I assume. So where does it come from 

Mr. Stone. There is a subscription service that consumers can 
sign up for. That is how some of the 40 million consumers who get 
their reports, that we referenced in our report, are actually getting 
them. They answer an ad online or they go to one of the three bu- 
reaus or other people who sell these subscription services and say, 
yes, I would like to get a copy of my bureau reports and an edu- 
cational score once a month, or once a quarter, and they pay $8.99 
or $12.99 or some monthly subscription fee for that service. 

Senator Brown. OK. Thank you. 

Senator Corker, thanks. 

Senator Corker. Thank you, and I know we have some wit- 
nesses that are coming right behind you. I will just ask one ques- 
tion, and hopefully we can get through everybody. 

Has anyone raised any concerns about the accuracy of credit 
scores and their ability to predict? It seems to me that based on 
what our office knows, they have been very good predictors of be- 
havior, generally speaking, and I know we are talking about a lot 
of different things today, but have there been any questions in your 
office about their ability to predict behavior, generally speaking? 

Mr. Stone. Thank you. Senator. I am glad you asked that ques- 
tion. Obviously, people focus in on the score because it is a single 
number and it is easier to tell where you rank 
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Senator Corker. Right. 

Mr. Stone. compared to all the underlying information. Cred- 

it scores that lenders use are these three-digit numbers that are 
built on the information that is in the credit report. So one concern 
one needs to have is whether the underlying information is accu- 
rate. When it is not accurate 

Senator Corker. Yes, I understand 

Mr. Stone. then the score will be less predictive than when 

the information is accurate. 

Senator Corker. But, generally speaking, just out of curiosity, is 
there any sense in your office different than, generally speaking, 
they are pretty predictive, is that correct? I mean, I know there 
may be some outliers and I understand that there are some things 
that need to be rectified as it relates to consumers’ ability to ensure 
that, you know, the credit ratings they have are accurate and they 
have access, and I value all those things. But, generally speaking, 
if someone’s credit rating is correct and the information is there, 
are they fairly predictive for the future and useful in that regard? 

Mr. Stone. Yes, Senator, the lenders have found them useful, 
and that has to be one way in which we need to judge them. But 
lenders depend on these scores. The mortgage industry depends on 
a specific score, or a specific set of scores. We do find increasingly 
that in the auto industry and the credit card industry, that lenders 
use multiple scores when they do underwriting decisions. They will 
not rely on just a single score, and they are increasingly relying on 
scores derived from other kinds of information besides that found 
in credit reports. So these are different kinds of scores and infor- 
mation is overlaid on top of the original score and the original cred- 
it report that would have been pulled as part of an application to 
make a determination about whether to accept an application and 
how to price that account. 

Senator Corker. So I would assume, since lenders lose a lot of 
money if they make bad loans, that having an indicator or a pre- 
dictor of how people are going to handle their finances is something 
that is an asset and actually is an asset especially to people who 
keep their credit in good shape. Would that be true or false? 

Mr. Stone. It certainly helps people who keep their credit in 
good shape and where that credit is reported accurately. One of the 
concerns that we need to be aware of in the building of credit is 
the impact that the very first credit lines that consumers establish 
have on their credit history. Credit scores rely on credit history 
and, therefore, scores are really using the past to predict the fu- 
ture. 

And we know that different consumers start out with different 
kinds of products and the different products may have different 
likelihoods of resulting in good or bad payment behavior. One of 
the questions we are beginning to think about is whether bad loans 
and bad products make bad repayers and, therefore, can result in 
harm to consumers’ credit histories. 

Senator Corker. Well, listen, I appreciate your efforts to ensure 
that when something happens on someone’s credit report that is in- 
accurate and unfounded and, candidly, makes it very difficult for 
them to navigate the society we live in, I appreciate your efforts 
to rectify those things and make it easier for people to be able to 
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overcome that. I think that is an important thing. At the same 
time, obviously, they have some value and have been good predic- 
tors, and hopefully, when we are through with this process, we will 
end up in a place where they are still a useful tool, but at the same 
time, people who have been maligned inappropriately have the 
ability to rectify those, and I thank you very much for your testi- 
mony. 

Mr. Stone. Thank you. Senator. 

Senator Brown. Thank you. Senator Corker, and I think we con- 
cur with that. That is where we want to get to. And I understand 
the valuable service that they provide. 

Before turning to Senator Merkley, I ask unanimous consent to 
include the following documents in the record of this hearing: The 
National Consumer Law Center’s report, “Automated Injustice”; 
second, a statement by the National Association of Credit Services 
Organizations; and third, articles from the Columbus Dispatch in- 
vestigative series on credit reports that I mentioned in my opening 
statement. Without objection, so ordered. 

Senator Brown. Senator Merkley. 

Senator Merkley. Thank you very much, Mr. Chairman, and I 
am going to jump right into an issue I have some concern about, 
which is the role of medical debt in consumer reports. 

I found it fascinating with just my family of four, how many bil- 
lings I get in the mail, so many letters saying, “This is not a bill, 
but here is the information,” and after about four or five of those, 
“Here is a bill, but you need to check with your other insurance to 
see if it is covered,” et cetera. And it has not been unusual for us 
to look at it and go, well, this should have been covered, and so 
we call up and say, “This should have been covered,” and virtually 
always, we are right and it just simply was not processed the first 
time through. Maybe the insurance company just kind of stamped 
it and hoped we would not call back and say, “Well, but wait a 
minute.” 

I guess the portrait I am trying to lay out is, just from my per- 
sonal experience, enormous confusion about what you are paying 
when, and people simply having to go through a complex set of 
hoops in order to really determine, do I really owe this or should 
it have been covered by insurance company number one, insurance 
company number two. Was it a mis-billing? It does not even look 
like it was the right charge for what I went in for. 

So I have looked at all that and proposed that settled medical 
debt — in other words, after you have sorted through all that mess 
but you have reached an agreement on what you will — and you 
have paid it — should not be included in your credit score. And I 
thank very much the Chair of the Subcommittee, Senator Brown, 
for cosponsoring that. 

But I wanted to ask about your sense of this. Before I do, I want 
to enter several things into the record. I would like the letter that 
the Chairman and I sent to CFPB’s Director Richard Cordray on 
the need to address the impact of medical debt; his response back 
to us; a support letter by a broad coalition that includes the Na- 
tional Homebuilders Association, the Mortgage Bankers Associa- 
tion, the American Medical Association, the Consumers Union; and 
then two recent articles, one from the AP and the other from the 



9 


New York Times, highlighting the disastrous effect of medical debts 
on consumers’ credit and their financial futures many years down 
the line. If I could enter those things into the record, I would ap- 
preciate it. 

Senator Brown. Without objection. 

Senator Merkley. So, Mr. Stone, I wanted to get your perspec- 
tives on this. In your recent report, you cite research showing that 
40 percent of all consumer disputes at credit reporting agencies re- 
lated to collections events. But before we jump into just that piece 
of it, overall, this issue of the complexity of medical debt and re- 
solving it, whether it is a good predictor, whether it should be part 
of the credit reporting system. 

Mr. Stone. Senator, I appreciate your bringing this issue up. It 
is definitely a source of concern. The fact that collections items are 
disputed at very high rates is not a surprise, just because negative 
information gets disputed more often than positive information. So 
we should expect high rates on collections items. 

As I think you have pointed out in some of your own correspond- 
ence, over half of collections items about 10 years ago in a Fed 
study come from medical collections items, which is way out of pro- 
portion to the role that the health care system plays in the econ- 
omy compared to debt. So 

Senator Merkley. Is that the Federal Reserve study you are re- 
ferring to? 

Mr. Stone. That is the Federal Reserve study, correct. 

Senator Merkley. Yes, 2003? OK. 

Mr. Stone. So it is clear that consumers face enormous chal- 
lenges just understanding medical bills, who is liable for what, 
dealing with insurance payments. Consumers get with a single pro- 
cedure bills from multiple entities, some of whom they may not 
have even been aware they were being treated by — the anesthesiol- 
ogist, the ambulance driver 

Senator Merkley. The laboratory that is involved 

Mr. Stone. the laboratory, all of that stuff, and it is not clear 

when a bill is a bill. 

One of the complicating factors is also that many health care pro- 
viders outsource not just collections, but their whole accounts re- 
ceivable function to agencies who manage the billing. And so the 
timing of when an item gets charged off or is treated as a collec- 
tions item and then ultimately gets reported to a consumer report- 
ing agency can vary considerably from provider to provider. There 
is not a single set of rules out there that happen in the medical 
billing environment that have evolved, unlike what has evolved in, 
say, the credit card industry, where a charge-off happens at a par- 
ticular period of time. 

So some collections items show up earlier and before even some 
of the responsibilities on who owes what or a formal invoice may 
have been received. 

Senator Merkley. So, given all that, when a person has worked 
their way through all that and settled the debt, should it still be 
on their credit report? 

Mr. Stone. So there are a couple of issues raised by that and I 
think that those are questions that you will have to answer in the 
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process of developing your legislation. But one of those is sim- 
ply — 

Senator Merkley. No, no, no. I am asking you for your expertise. 
I have already developed the legislation. 

Mr. Stone. So here are the things 

Senator Merkley. I already know my answer to it. 

Mr. Stone. Here are the things that we are looking at, and I 
have to tell you, we are looking at them now and I do not have firm 
answers. But one question, obviously, is to what extent medical 
items, or certain medical items — and many of these are very small, 
as you know, $100, $75 

Senator Merkley. Seventy percent under $250. 

Mr. Stone. Yes, tiny items. Are they predictive if they are not 
paid? Many consumers find out about them only when they go to 
apply for a loan and they learn that there is a collections item. So 
the idea that the collections item for those consumers was some- 
thing that was willfully not paid or that could not be paid is not 
something that you can infer. And so for those people, one could 
argue that it would not be predictive of anything regarding ability 
or willingness to pay, which is kind of the way credit history is 
used and reflected in credit scores. 

A second issue is where in the system one wants to hold account- 
able the filter for determining what is and what is not predictive. 
We have the credit reporting agencies who collect the data, and 
then we have score developers such as FICO and VantageScore 
who translate the underlying data into something that is predictive 
of creditworthiness. And so they have the ability to leave out infor- 
mation that is unimportant. They have the ability to distinguish 
between items that have been there for a long time versus not, or 
between the large items and small items, and those are things that 
a score developer could determine. We actually have purchased a 
panel of anonymized consumer data from one of the credit report- 
ing agencies that will have this medical data and from which we 
will be able to make a determination about the predictiveness of 
this data. 

Senator Merkley. Terrific. I am going to have to cut you off 
there because I am way over my time. I do want to take note that 
VantageScore does throw out most medical data, and my under- 
standing is they do not consider it to be predictive. But, still, this 
data is in the scores and it is affecting millions of Americans. And 
again, I am only arguing that when people have settled these, gone 
through the complex process of determining which insurance com- 
pany should have paid what, they settle it, but by that time, it has 
already been reported and it is on their credit record for 7 years. 
Between the fact that a lot of the industry does not consider it pre- 
dictive and the fact it does so much damage, it seems to me it 
ought to come out and I look forward to the results of your study. 
Thank you. Thank you, Mr. Chair. 

Senator Brown. Thank you. Senator Merkley. 

Before calling on Senator Akaka, I believe this probably will be 
his last hearing, at least in the Banking Committee, and I appre- 
ciate your work, especially the work you have done for the under- 
banked and the unbanked, how that is a persistent problem in our 
society, and we have looked to your leadership. Senator Akaka, on 
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that issue and also on financial education. Thank you for all of 
your work in all of that. I yield to Senator Akaka from Hawaii. 

Senator Akaka. Thank you very much, Mr. Chairman. Chairman 
Brown, it is so good to be here with you and the Committee. I have 
enjoyed working with all of you here. Of course, we are here to help 
the people of America. 

First, let me just say thank you very much for holding this hear- 
ing today and for all of your work on consumer protection issues. 
Chairman Brown. I know you agree, when Americans make wise 
economic decisions and are protected from bad actors, our economy 
and Nation are stronger for it. 

It is fitting that a hearing on the topic of consumer protection 
will be my last as a Member of the Senate. Financial literacy and 
consumer protection issues are very close to my heart. So while my 
Senate career is coming to an end, I know there are many of my 
colleagues who will continue to empower consumers to make the 
best financial decisions possible. So thank you very much to my col- 
leagues here on the Committee, also Chairman Johnson and Chair- 
man Brown and Senator Reed, Senator Merkley, Senator Hagan, 
and others who I know share my strong interest in consumer pro- 
tection issues. 

I also appreciated the dedicated work of the Committee and the 
staff and personal office staffs, as well, because we have worked to- 
gether very well to do so much to support the work that we do, so 
thank you, again, as well. 

And I want to thank our witnesses for your tireless work on con- 
sumer protection. 

Mr. Chairman, I ask that my full statement be added in the 
record 

Senator Brown. Without objection. 

Senator Akaka. and I would like to ask just a couple of ques- 

tions. 

Senator Akaka. We are glad to have you here, Mr. Stone. I am 
so glad to see that the Consumer Financial Protection Bureau is 
working out here. I look forward to your work. 

I believe that it is important to have a complete picture of an in- 
dividual’s financial record when calculating a meaningful credit re- 
port. I fought to include a report on remittance transfers in the 
Dodd-Frank provisions. Last year’s CFPB report on the remittance 
transfers mentioned research that the CFPB planned to do to ad- 
dress the potential for using remittance histories to enhance credit 
scores. So my question to you is, can you please discuss any 
progress being made in those research projects. 

Mr. Stone. Yes, Senator. First, let me thank you for making sure 
that that report requirement was inserted in Dodd-Frank. It is an 
important issue of what kinds of information are going to help pro- 
vide a complete history that gives all consumers an opportunity to 
get access to credit. 

As you pointed out, we did provide an initial report last year and 
that dealt with some of the strengths and weaknesses that we 
would anticipate would be involved in using remittance history. For 
context, lots of people who send remittances are people who have 
thin files, so it is a great opportunity for a new kind of information 
to enrich our understanding of their ability to pay and financial 
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wherewithal. A downside of remittance information is that it is not 
an obligation and, therefore, does not provide indications of wheth- 
er an obligation has been met. 

I am happy to say that since we completed that report, we re- 
ceived a sample of information from one of the largest remittance 
providers, transaction history, all anonymized on a very large sam- 
ple of consumers. That information has been matched with those 
consumers’ credit histories so that we have remittance history and 
we have how those consumers performed on their credit obligations 
subsequent to that remittance history. Right now, we are doing the 
analysis to determine how useful the remittance transactions are 
in predicting the credit performance and repayment history of 
those consumers. So we expect that report to be finished in the sec- 
ond quarter of calendar year 2013. 

Senator Akaka. Well, thank you very much for that. 

The CFPB report discusses the many ways that credit reports af- 
fect the lives of Americans, from finding a job to finding a home, 
two fundamental topics when we talk about moving our economy 
forward. Yet, less than one in five consumers accesses their credit 
report. Please tell me, what is the CFPB doing to encourage people 
to access their credit reports? 

Mr. Stone. Thank you. Senator, for asking that. It is important 
to us that consumers access their credit reports, and we have a 
number of mechanisms to do so. As you know, we have a whole 
Consumer Education and Engagement Division. That office posts 
blogs. We develop content that gets distributed through all lands 
of community partners. We also make sure people are aware of re- 
search that shows what the benefits are of people seeing their cred- 
it reports and knowing their credit reports and knowing their cred- 
it scores. In fact, there was a very recent article from the Federal 
Reserve Bank of Boston that showed some of the potential benefits 
of consumers knowing their scores when they apply for credit and 
the handicap of not knowing their scores. 

I want to call attention to our particular constituent offices that 
were part of the formation of our Consumer Education and Engage- 
ment Division. We do special outreach to service members through 
our Office of Service Member Affairs headed by Holly Petraeus. We 
have an Office of Students. Our Office of Older Americans is head- 
ed by Skip Humphrey. These offices have developed specialized 
channels for communicating what in particular about credit reports 
and scores is important for these particular groups to know, and 
we are trying to make the message available to each of these 
groups at the most teachable moments. 

Senator Akaka. Well, thank you very much. May I then ask you 
to please pass my aloha to Holly Petraeus. She did come out to Ha- 
waii, and particularly to talk to the military about financial lit- 
eracy, and she did a great job, and the staff that came with her, 
also. So I am proud of what you folks are doing to help the people 
of our country. 

Mr. Stone. Thank you. Senator. I will be happy to pass on your 
greetings to Mrs. Petraeus. 

Senator Akaka. Thank you very much. 

Thank you, Mr. Chairman. 

Senator Brown. Aloha. Thank you. Senator Akaka. 
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Thank you very much for your testimony, Mr. Stone. 

The Chair will call up Stuart Pratt and Chi Chi Wu, if the two 
of them would join us. 

[Pause.] 

Senator Brown. I thank the two of you. Stuart Pratt is President 
and CEO of the Consumer Data Industry Association 
headquartered in Washington. He has advised U.S. Presidential 
and gubernatorial task forces on the importance of the free flow of 
information to the economy. He has testified often before Congress. 
He serves as an advisor to the Department of Commerce regarding 
E.U.-U.S. trade negotiations and has counseled private and govern- 
ment entities overseas on responsible uses of consumer data. He 
serves on the U.S. Chamber of Commerce’s Committee of 100 and 
on the Advisory Council for the National Eoundation for Credit 
Counseling. He received his Bachelor’s degree from Eurman Uni- 
versity and conducted his graduate studies in business at the Uni- 
versity of Maryland. Welcome, Mr. Pratt. 

Ms. Wu, Chi Chi Wu, has been a staff attorney at NCLC for over 
a decade. Her specialties include fair credit reporting, credit cards, 
refund anticipation loans, and medical debt, which Senator 
Merkley asked about. Before joining NCLC, she worked in the Con- 
sumer Protection Division at the Massachusetts Attorney General’s 
Office and the Asian Outreach Unit of Greater Boston Legal Serv- 
ices. She is a graduate of Harvard Law School and the Johns Hop- 
kins University. She is coauthor of the legal manuals Pair Credit 
Reporting and Collection Actions, and a contributing author to 
Consumer Credit Regulation and Truth in Lending. Welcome, Ms. 
Wu. 

Mr. Pratt, would you begin. Thank you. 

STATEMENT OF STUART K. PRATT, PRESIDENT AND CEO, 
CONSUMER DATA INDUSTRY ASSOCIATION 

Mr. Pratt. Chairman Brown and Ranking Member Corker, 
thank you for the opportunity to be here before you today. 

Let me just touch on a few highlights of the written testimony 
that we have already submitted. To start off, I think that we talked 
a little bit about credit reports and whether or not consumers real- 
ly understand them or not, but they really are the strongest advo- 
cate for me as a consumer. When I walk into the bank, the bank 
does not know me. Lenders do not know me. Eorty million of us 
move every year in this country. We move to new cities. We need 
to engage in business. And the credit report is the bridge that tells 
my story. It is about my hard work. It is about how I pay my bills. 
It is about the good decisions I make. It is about personal responsi- 
bility. So credit reports at their very best are an incredible indi- 
cator to others of everything about me that you want somebody else 
to know about me. 

In fact, USAID, the International Finance Corporation, Bank of 
International Settlements, and the World Bank are all so deeply in- 
volved — they are so supportive of credit reporting that they are in- 
volved in spreading this good news around the world. And, in fact, 
I serve on an International Task Force for Credit Reporting Stand- 
ards to try to advance credit reporting in other parts of the world, 
as well. 
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The system is big. I think the CFPB’s report laid it out very well. 
Two-hundred-million consumers plus have a credit report in this 
country. About 10,000 lenders and other data furnishers are sup- 
plying data. There are about 1.3 billion accounts in the credit re- 
porting system and about three billion updates every month going 
into that system, as well. 

With all of that said, our members are confident of the accuracy 
of the system that we have, and they should be. They work on ac- 
curacy 7 days a week. 

We provided the FTC with data free of charge so that they could 
conduct their study of accuracy, and I think it is imminent. They 
are going to release their report soon, and we will see what they 
have to say. 

We did not wait for the FTC, however, to measure the question 
of accuracy, and, in fact, we wanted to answer the question that 
consumers most often asked of us, and that is, is there an inaccu- 
racy on my credit report that is consequential, one that is likely to 
affect the mortgage loan for which I am making application? And 
I think there is some good news in all of that. 

We contracted with an outside group, the Political and Economic 
Research Council. It was an arms’-length grant that we gave to 
them. They controlled the data. They controlled the results. They 
controlled the press releases. That was their study, not ours. And, 
in fact, it was a very powerful study. It was peer reviewed by pro- 
fessors at the Wharton School of Business, University of Pennsyl- 
vania, Duke University, and UNC-Chapel Hill. 

So what does it mean to me as a consumer? Well, about less than 
1 percent of the time will a dispute and a correction of data my 
credit bureau filed result in a 25-point change in my credit score, 
and less than a half-percent of the time, or about a half-percent of 
the time, I will see myself move from a higher-priced pricing tier 
to a lower-priced pricing tier. So 99.5 percent of the time, I am not 
likely to see something that my credit bureau filed that is really 
going to impair my ability to engage in the marketplace and to lose 
out on the offer that I really am seeking in the first place. 

Reinvestigations, another big issue that we have talked a little 
bit about already this morning. We also asked consumers how they 
felt about reinvestigations, and most importantly, the result of the 
reinvestigation. We did this in tandem with the work that the 
PERC had done with their accuracy study and we got a bit of good 
news there, as well. Ninety-five percent of the consumers that dis- 
puted information on their credit reports and then saw the results 
indicated that they were satisfied with those results, 95 percent. 

Automation really is not the problem. We have heard that some- 
times, but it really is not. We solved fundamental problems for con- 
sumers with automation. I go all the way back to the 1990s when 
we depended on mail for processing disputes. Today, it is a highly 
automated system. It is Web-based. It wires together about 15,000 
to 18,000 financial institutions. And whereas law requires that we 
resolve a dispute in 30 days, these automated systems allow us to 
resolve disputes in 14 days. 

We had a little bit of a discussion of paperwork already this 
morning, so I thought I would add a bit to CEPB’s report. CEPB 
and our own research indicate about 44 — roughly 44 percent of the 
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time, the consumer sends a communication about a dispute 
through the mail. They send us paper. However, 85 percent of the 
time, it is just a standardized form or a single-page letter. Ten per- 
cent of the time, it is an identity theft report, and maybe two to 
3 percent of the time is it something more than that. That is really 
important, because I think the perception has been consumers are 
sending big stacks of validating data. Some of that is not getting 
to the lenders. But we see consumers satisfied at 95 percent and 
we see a system which is working today even though it is auto- 
mated, because, in fact, it turns things around faster, serves that 
consumer who is in the middle of that lending transaction. 

One of the biggest challenges for reinvestigations, however, is 
credit repair. Forty-three percent of the mail we receive comes from 
fraudulent credit repair activity, 43 percent. It clogs the system. It 
interferes with process. Consumers, when they hire a credit repair, 
often do not know what the credit repair agency is going to do. 
Credit repair agencies take money from consumers in cases where, 
in fact, they could exercise their rights free of charge. We are grate- 
ful for the Credit Repair Organizations Act having been enacted. 
We are grateful for FTC enforcement. But credit repair is one of 
our greatest challenges. 

I am happy to go forward. I see my time has expired, however, 
Mr. Chairman, so I will leave it at that and I look forward to the 
questions and answers. Thank you. 

Senator Brown. Very helpful. Thank you, Mr. Pratt. 

Ms. Wu, welcome. 

STATEMENT OF CHI CHI WU, ATTORNEY, NATIONAL 
CONSUMER LAW CENTER 

Ms. Wu. Mr. Chairman, Ranking Member Corker, Members of 
the Subcommittee, thank you for inviting me here today. My name 
is Chi Chi Wu. I am a staff attorney at National Consumer Law 
Center. 

Mr. Chairman, thank you for holding this hearing about the 
American credit reporting system. Credit reports play a critical role 
in the economic lives of Americans. They are the gatekeeper for af- 
fordable credit, insurance, sometimes, unfortunately, even a job. 
Yet despite their vital importance, the system is full of preventable 
errors, and the dispute mechanism mandated by the Fair Credit 
Reporting Act to fix these errors has been turned into an auto- 
mated travesty of justice. 

Consumer advocates have been complaining about these issues 
for over a decade in numerous hearings, reports, and media arti- 
cles. These issues were discussed in a 2006 report by the FTC, by 
the groundbreaking series this year in the Columbus Dispatch that 
the Chairman mentioned, and in a report released just last week 
by the CFPB. 

Preventable errors include what are called mixed files, where 
credit information relating to one consumer is placed in the file of 
another. Mixed files happen because the credit bureaus’ matching 
criteria are too lax. In particular, they match information based on 
seven out of nine digits of the Social Security number if the con- 
sumers’ names are similar. Mixed files could be prevented by re- 
quiring the credit bureaus to have an exact match of Social Seen- 
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rity numbers, the one piece of unique identifying information that 
most every American has. 

Debt collectors and debt buyers present their own special types 
of errors created by the fact that they usually do not get any of the 
supporting documentation to establish that the consumer actually 
owes the debt, the correct amount, whether there are any disputes, 
or even if the collector is dunning the correct consumer. The report 
issued by CFPB indicates a disproportionate number of errors in- 
volve debt collectors, given that they only provide about 13 percent 
of the accounts to the credit bureaus, but generate 40 percent of 
the disputes. 

Now, the industry has attempted to rebut these issues by citing 
the studies that they funded showing less than 1 percent of reports 
contain serious errors. We have a number of concerns about this 
study and it contrasts with studies by consumer groups and polling 
surveys finding higher rates. But even if we take this 1 percent 
error rate at face value, that figure translates into two million 
Americans, given that the credit bureaus have information about 
200 million Americans in their databases. That is not acceptable. 
Would we accept it if 1 percent of airplanes fell out of the sky? 

As for the dispute process, we have documented the broken na- 
ture of the system in our 2009 report. Automated Injustice, which 
we thank the Chair for introducing into the record. Credit bureaus 
translate disputes, sometimes painstakingly written by desperate 
consumers, into two- or three-digit codes. They use the same hand- 
ful of codes over 80 percent of the time. And the entire role of the 
foreign workers employed by their offshore vendors to handle these 
disputes amounts to little more than selecting these codes. They 
fail to send documents, as has been mentioned, that have been sub- 
mitted by the consumers, such as canceled checks, payoff state- 
ments, even court judgments, to the furnishers involved in the dis- 
pute. 

Then the credit bureaus blithely accept or parrot whatever the 
furnishers respond with, no matter how good the consumer’s evi- 
dence is to show they are right, even when the furnisher is a debt 
buyer or debt collector with a known record of bad behavior. The 
consumer is not only always presumed guilty, but she cannot even 
get an innocent verdict if she provides proof and the furnisher just 
says, “Nah, she is guilty.” 

For their part, furnishers also engage in nonsubstantive inves- 
tigations, mostly limited to ensuring data conformity between the 
records maintained by the credit bureaus and their own records. 
For instance, the FTC just brought a case in which it alleged that 
Asset Acceptance, a debt buyer, required its dispute handlers, 14 
or 20 of them, to handle half-a-million disputes a year — that is, to 
process one dispute every 3 minutes. 

The end result of this broken system is that no one, either at the 
credit bureau or the furnisher, conducts any sort of meaningful in- 
quiry into the consumer’s dispute, such as examining documents, 
contacting the consumers by phone or email, or exercising any form 
of human discretion in resolving a dispute. 

Reform needs to happen now. It should have happened years ago. 
We have high hopes for the CFPB, now that it has begun formal 
supervision of the credit bureaus. But Congress can help, too, by 
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giving consumers the ability to seek injunctive relief under the Fair 
Credit Reporting Act. 

Turning to medical debt, this is an issue with enormous impact 
on credit reports. We support the Medical Debt Responsibility Act 
and thank Senator Merkley for introducing it. It is probably the 
simplest and quickest fix out there to improve the credit records of 
millions of Americans. As we have heard, medical debt makes up 
over half of the items on credit reports for debt collection, and it 
is often for services that are involuntary, unplanned, and unpre- 
dictable. It could result from a dispute between the insurer and 
provider or a mistake in billing. When mistakes occur, delay hap- 
pens and bills can be sent to collection agencies in the meantime. 
Now, tell me, how does the fact that a consumer got caught be- 
tween an insurer and a hospital in a billing dispute make him or 
her a bad credit risk? 

Thank you for the opportunity to testify and I look forward to 
your questions. 

Senator Brown. Thank you, Ms. Wu. 

Before beginning questions, I turn to Senator Corker for a couple 
of comments. 

Senator Corker. Mr. Chairman, again, thank you for this hear- 
ing. I am going to step into another meeting, and I know we all 
have multiple things to do today, but I think this has been very 
enlightening. 

Mr. Pratt, I thought your testimony was, from the standpoint of 
the credit folks, very, very good. And, Ms. Wu, if I am ever in a 
situation, which I hope I am not, where I need an attorney for that 
kind of thing, I am going to call you. You are very good. 

[Laughter.] 

Senator Corker. So I hope that — you know, look, we all want 
this to work for everybody, and obviously there are some issues 
here that need to be resolved and I hope we can do that. 

And I want to thank you again for calling this hearing and for 
your leadership, and I will see you later today. 

Senator Brown. Thank you. Senator Corker. Thank you. Thanks 
very much. 

And I thank both of you for testifying, and I endorse Senator 
Corker’s comments about the two of you and your insightful testi- 
mony. 

Mr. Pratt, let me start with you. Is it feasible for credit bureaus 
to share documentation with furnishers? I understood you said 
that, more often than not, it is a one-page document. I understand 
the technology issues. But I understand, also, that it seems pretty 
certain that the bureaus do not share that information with fur- 
nishers when furnishers, it seems to me, should be able to see it. 
Is it feasible for them to begin to share all of that information each 
time? 

Mr. Pratt. So, I think if you look at technology, the answer is 
there is probably some technologies we could look at, and, in fact, 
we are always in that dialogue. Is there a way to improve the re- 
investigation process? Is there some new mechanism that we could 
put forward? 

Just to give you an idea of one of the challenges, though, when 
you do get, I guess, a thicker letter, and that is consumers will 
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often talk about two or three different accounts on the same front 
page of the letter. One of our challenges is we cannot send a Bank 
of America information about Citigroup or information about an- 
other lender. So how do we parse through the letter and make sure 
that we get the right information to the right lender? So one of the 
legal issues we have — it is a matter of law issue — is how to unpack 
complicated communications so that data could be sent from one 
party to another if, in fact, it is going to advance the ball beyond 
the coding systems we have today. 

Again, our measure is we think we are getting it right. In other 
words, most of the letters come in and they say, “That is not my 
account.” Or most of the letters come in and say, “I never missed 
a 30-day late payment. Go talk to my lender.” 

And, by the way, I will say one more thing, and that is more con- 
sumers, I think, with a complicated dispute, are choosing to dispute 
directly with their lender the issue that they have, and this is 
something that was done 

Senator Brown. Even if the lender is not the furnisher? 

Mr. Pratt. Well, the lender in this case would be the furnisher. 

Senator Brown. OK. 

Mr. Pratt. I mean, right. So, yes. In the case where my lender 
is the furnisher, I, actually, through the FACT Act, an Act, of 
course, that you voted on, as well — the FACT Act actually pushed 
forward the idea that sometimes I may need to go talk directly to 
my lender and I should have that right under the law, under the 
Fair Credit Reporting Act, and sometimes I may go to the credit 
bureau. We see more consumers with complicated issues going to 
the lender to resolve the issue, and that is why I think you will 
continue to see that evolution going forward. I think it was a good 
idea that was put into the law in 2003 and it is one that consumers 
are beginning to take up 

Senator Brown. But it seems, more often than not, the furnisher 
and the lender are not the same institution. 

Mr. Pratt. No, they are — if a consumer says — if a consumer 
looks at his or her credit report and says, here is a credit card 
issuer. I disagree. I never missed 30 days. Then, obviously, assum- 
ing I do not think that that account is 

Senator Brown. That is if they have their credit report. 

Mr. Pratt. Yes. 

Senator Brown. But if they look at their credit score and then 
they see — when they are in the middle of a transaction with a fi- 
nancial institution, they look at their credit score 

Mr. Pratt. Right. 

Senator Brown. they question why it is that low 

Mr. Pratt. Right. 

Senator Brown. and they then come back to you, to the credit 

bureau, and the credit bureau — I mean, I think that consumers do 
not — I mean, this is a sort of a dense kind of a black hole for con- 
sumers dealing with the credit bureau so often, and if the credit 
bureau is not sharing the information with the furnisher, there is 
sort of no good appeals process for that 

Mr. Pratt. Well, you know, we want that process to work, first 
of all. You know that. I know that. It may not be 
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Senator Brown. Why would you not share — I understood the one 
reason you would not share with furnishers, hut that is not the 
story every time. 

Mr. Pratt. But the primary reason is because furnishers them- 
selves — it is a voluntary system. Historically, we have had to be 
very careful about overburdening the system where a furnisher 
says, you know what? I have just decided to stop sharing my data. 
So that is one challenge. So we try to automate and make sure that 
we deliver the right information to the furnisher so the furnisher 
can process that information effectively. 

I would tell you today that if a consumer writes a single-page let- 
ter and says, “That is not my account,” furnishing the letter does 
not do anything to change how that lender is then going to inves- 
tigate the data. If the consumer says, “I never missed a 30-day late 
payment,” whether it is a code that says, “Never missed payment,” 
or whether it is a letter that says, “Never missed payment,” it has 
the same effect and the lender is going to process the dispute in 
precisely the same way. 

So I think the wheat and the chaff here is there is very little 
communication coming over the transom to the credit bureaus that 
is large, thick, complicated sets of data. 

And, by the way, on the letter writing side, I will tell you this. 
Senator Brown. One of the challenges we have is credit repair is 
flooding the mail-based system. Forty-three percent of what we are 
getting is coming from credit repair. Credit repair is out there say- 
ing, we will dispute unverifiable data, but what they mean is I will 
dispute the same information over and over and over again until 
the lender stops reporting it, even if it is accurate. And so 44 per- 
cent of our mail — and if we keep pushing that mail or those dis- 
putes back out to that lender, all we are doing is harming the sys- 
tem. 

So one of the great challenges we have, it has been around for 
a long time, the Credit Repair Organization Act was enacted in 
1996. The FTC has been enforcing the law. State Attorneys Gen- 
eral have been enforcing their State laws. But it is a challenging 
issue for us. 

Senator Brown. Thank you. 

Let me shift for another round of questions to the Asset Accept- 
ance that you brought up, Ms. Wu. Why did credit bureaus — and 
then certainly Mr. Pratt has a chance to respond to it, too — why 
would credit bureaus keep accepting customers that have a poor 
record of compliance? Talk through more of the Asset Acceptance, 
what happened. 

Ms. Wu. Well, that is a great question. Senator Brown, and it is 
a very simple answer. It is, money talks. Asset Acceptance — just a 
little background — Asset Acceptance is a company we complained 
about in 2007 before the House. It is a debt buyer, a particularly 
notorious debt buyer. They were subsequently sued by one of the 
credit bureaus for supplying inaccurate information to that credit 
bureau, getting that credit bureau involved in a lawsuit 

Senator Brown. Five million accounts, is that number correct? 

Ms. Wu. Uh 

Senator Brown. They were sued for providing false information 
for several million accounts, is that 
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Ms. Wu. I do not remember the exact number, but it was a class 
action involving a number of accounts. And then, just this year, the 
Federal Trade Commission sued them for egregious violations of 
the Fair Credit Reporting Act. 

This is the type of furnisher that is constituting about 40 percent 
of the disputes, by the way. This is the kind of furnisher that the 
industry says it does not want to burden with the obligation of re- 
solving the disputes. I think they are required by law to deal with 
these disputes. 

But, anyway, the reason that Asset Acceptance is still in the sys- 
tem — and we think they still are because their SEC filings so 
state — is because they are the customer. They pay the credit bu- 
reaus both to enter their information into the system and to pull 
reports. They are a subscriber. And it is the creditors and the debt 
collectors that are the major customers of the credit bureaus, not 
the consumer. 

This is an industry unlike every other industry in the United 
States, or almost every other industry. Usually, in an industry, you 
have competition. A consumer has a choice. If they do not like one 
cell phone carrier, they can go to another. In this system, con- 
sumers do not have a choice. If you are unhappy with how 
Experian handles your information, you cannot say, “I am not 
going to deal with Experian anymore. I am only going to deal with 
TransUnion,” because, you know what? If you want a mortgage, 
you have to go with Experian. So there are no traditional market 
forces to improve the services to consumers. 

On the other hand, creditors and debt buyers, like Asset Accept- 
ance, can choose between the credit bureaus, and they are the ones 
who are paying the bulk of the revenues. 

Senator Brown. Mr. Pratt, you can certainly answer that, but 
answer this, too. Given the history of bad behavior among some 
debt collectors, should there be a higher standard for these fur- 
nishers and for credit bureaus that work with them? 

Mr. Pratt. So, let me do two things. I will answer that question, 
and it kind of ties back, of course, to some of Ms. Wu’s comments. 

First of all, I think it is just fundamentally wrong, what Ms. Wu 
is saying about our relationships with consumers. National credit 
bureaus, and I think Mr. Stone described it, as well, are seeking 
a relationship with consumers and tens of millions of consumers 
have that relationship every year through these products and serv- 
ices they make available 

Senator Brown. But you do acknowledge the relatively small 
part of revenues for the 

Mr. Pratt. To the contrary. To the contrary. One of our national 
credit reporting systems, their direct-to-consumer relationships 
generate more revenues than their credit bureau. To the contrary. 
It is an important relationship that is developing and evolving. It 
is market-based. It is free market-based. It is exactly what we 
should want in this country, and it operates conterminously with 
the rights that I have under the law, which I can certainly exercise 
free of charge. 

Senator Brown. Your revenues — of the three major 

Mr. Pratt. One of our members has a revenue stream 
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Senator Brown. One of the big three gets more money from con- 
sumers than they do from lenders, furnishers, other financial insti- 
tutions? 

Mr. Pratt. That is right. That is right. 

Senator Brown. The other two 

Mr. Pratt. The world is changing. 

Senator Brown. What is the ratio on the other two? 

Mr. Pratt. I cannot tell you. 

Senator Brown. You know a lot about the one. Do you not know 
about the other two? 

Mr. Pratt. Yes, I just do not have math in my head that I can 
tell you exactly. It is obviously less than that. 

Senator Brown. OK. Fair enough. Proceed. 

Mr. Pratt. So I think it is just patently wrong to say that we 
are not seeking a relationship with consumers. And it is also pat- 
ently wrong to say that we want to have a less than — some sort 
of substandard system for processing reinvestigations. All I can tell 
you is when we look at our metrics, we have one of our companies 
that measures every time a consumer goes through and talks to an 
operator, “Would you like to take a survey and tell us how we did? 
Please sign up before you talk to the operator.” You know, one out 
of five — one to five, do we do a good job. The average is 4.5 for con- 
sumers. 

We are measuring and looking for ways to serve consumers 
through what the law requires, and we are also looking for ways 
to serve consumers in the marketplace that we have. Both are im- 
portant ways for us to reach consumers. 

I would also say that there has been a lot of discussion of con- 
sumers being confused about credit reporting, but I have it in the 
testimony, the Consumer Federation of America, totally inde- 
pendent from us, often one of our critics, has surveyed consumers 
and said progress has been made. Consumers understand credit re- 
porting better today than ever before, and by many, many mul- 
tiples over earlier surveys. So we are making progress with that. 
So I think it is probably wrong to say that we are still in the same 
place that we might have been back in 2003 or back in 1996. 

Why do credit bureaus do business with — debt collectors are cer- 
tainly one community with whom we do business. That is true. And 
I think that Mr. Stone said it just right. Because debt collectors re- 
port negative information, their dispute rate will be higher. 

We, however, as credit bureaus, evaluate every new incoming 
data furnisher. They go through probationary periods. Actually, the 
CFA White Paper does a great job of outlining the process by which 
we check and bring a new furnisher on board. Examinations that 
the CFPB is conducting are looking at that very question. How do 
we bring a new customer on board? And we also have an ongoing 
audit process for every set of data that is coming into the system 
to make sure that we quality control for what is coming into the 
system before it is loaded into the system. 

So this is not the Wild West description that I think we some- 
times run into. It is a very deliberate, very careful quality assur- 
ance process, which is why, by the way, I think you see dispute 
rates that are running around — bank card retail, a dispute rate of 
0.17 percent. Even with collection agencies, by the way, the dispute 
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rate runs around 1 percent of all data reported. So when you look 
at it in the macro level, the dispute rates are incredibly good rel- 
ative to the amount of data that is reported. That is what is show- 
ing up in the accuracy study that we sponsored in the first place. 

Senator Brown. Do you want to specifically — and thank you for 
that. Do you want to specifically respond to the Asset Acceptance 
question? 

Mr. Pratt. Yes. I cannot speak to Asset Acceptance specifically 
other than, obviously, one of our national members felt that there 
was a basis for them to sue the company for what was being fur- 
nished in the first place. 

Senator Brown. Great. 

Senator Merkley. 

Senator Merkley. Thank you, Mr. Chair. 

First, I wanted to ask both of you about the use of credit scores 
in employment. Are we setting up a vicious cycle where a person’s 
credit score may affect their ability to get employment, which, in 
turn, obviously, affects their ability to pay bills? Ms. Wu. 

Ms. Wu. Thank you. Senator Merkley. Yes, we have taken the 
position and strongly oppose the use of credit reports in employ- 
ment, except in very limited circumstance. We think it harms 
American workers. It does create a vicious catch-22. If you lose 
your job, you cannot pay your bill. Your credit report is damaged. 
And now your credit report is being used against you when you are 
getting a job. It just sets up the worker to fail. It puts them in a 
horrible bind. 

When you are talking about our most recent economic recession, 
where we had almost 10 percent unemployment, we have millions 
of consumers affected by this practice. We know that a lot of em- 
ployers use it. The statistic is 60 percent of employers use credit 
reports in some form or another in jobs. 

We also think it has a disparate impact on minorities. We have 
evidence and statistics. Every study shows that, as a group, certain 
minority groups have lower credit scores. If credit scores are sup- 
posed to be an accurate translation of the credit reports, that 
means this practice disproportionately affects those communities. 

So we have supported bills in the House before to restrict this 
practice. 

Senator Merkley. What is the employer’s best argument for 
using the credit score, and how much weight do you think that car- 
ries? 

Ms. Wu. Well, I think some employers make the argument that 
the credit report is somehow a reflection of personal responsibility, 
that it shows hard work, you know, good values. But I submit that 
people with damage on their credit report often are the victim of 
circumstances, of bad luck. They lose their job. They cannot pay 
their bills. They get sick. I mean, we just had this discussion about 
medical debt and how a lot of the damage on credit reports is from 
medical debt. 

So I do not think credit reports are a reflection of personal re- 
sponsibility. I think they are a reflection of circumstances, bad 
luck, and sometimes hard times. 

Senator Merkley. What about student loans? We have this rec- 
ognition that student loans now involve more debt across America 
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than credit cards. And, of course, when you come out of college in 
a setting like this and you cannot get a job, your student loans are 
due. Is that proving to be a challenge for people trying to get work 
in that their student loans create bad credit because they do not 
yet have a job to pay their student loans, and then that makes it 
impossible to pay their student loans? 

Ms. Wu. Yes, student loans certainly show up on credit reports 
and certainly have an impact on credit reports and credit scores. 
And then what we have heard, at least in the past, is that if you 
have deferments, it actually affects the credit score in another way 
having to do with the ratio of credit available to credit outstanding. 
So it definitely does have an impact on credit reports. 

Senator Merkley. Does this create kind of a generational bias, 
in that if you are fortunate enough to have parents who can cover 
your student loans, you then have a much enhanced ability to get 
a job as compared to someone who did not have parents who could 
pay your student loans while you are in that process of looking for 
work? 

Ms. Wu. I think credit reporting and credit scoring often rein- 
forces gaps in the economic circumstances, whether they are 
generational, because of what has been happening in our economy 
and how the younger generation is being impacted by high unem- 
ployment; whether it is racial, by sort of baking into the system 
centuries of discrimination and racism. You know, the evidence we 
have with credit scoring is that the good scorers tend to have their 
scores go up. The bad scorers, their scores go down because they 
have to pay more for credit. They have to pay more for insurance. 
Remember, credit scores are often used in insurance. Everybody 
needs insurance if you are going to drive a car, if you are going to 
own a home, and you are going to pay a lot more if your credit 
score is low for insurance. 

And so the burdens placed on a consumer economically because 
of a bad score makes it financially harder for them to dig out and 
reinforces that sort of vicious cycle. 

Senator Merkley. Now, in insurance, you have a situation 
where, if you do not pay your bill, you lose your insurance, so there 
is no kind of credit outstanding, if you will, and no credit issue. 
Why would a credit score be used in that setting? 

Ms. Wu. From what we understand from the industry, they use 
credit scores because they have found them to correlate with loss 
ratios, in other words, when people file claims. Again, industry 
claims that the reason why credit scores are correlated with loss 
ratios is that consumers who are bad with their credit reports are 
just bad drivers and have messy lives. Again, we submit that the 
correlation has to do with economics. People with low scores may 
have lower income, have more difficult financial situations, and if 
they are in a fender bender, they are more likely to file a claim. 
It is all about the money. 

Senator Merkley. Mr. Pratt, what do you think about this issue 
of employment and the fact that we are baking into the process the 
biases from a previous generation in terms of parents’ ability to 
cover debts, or particularly student loans, and thereby kind of put- 
ting people on an unequal footing going forward? 
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Mr. Pratt. So I think the news is better than that, so let me 
share just a few thoughts with you. First of all, the Society for 
Human Resources Management, which represents a lot of the 
human resources folks in this country who do this sort of thing for 
a living, has been polling their members regularly, trying to learn 
more about, first of all, what is going on in the marketplace today, 
and today, really, only 53 percent of employers who conduct a back- 
ground check are using a credit report for any job, and it is really 
important to know there is a difference between saying 53 percent 
of employers use it for one out of ten jobs versus 53 percent of em- 
ployers use it monolithically for all jobs. There is no employer that 
is using it monolithically for all jobs that are out there. 

Number two, the folks they surveyed said 80 percent of them 
have hired somebody despite poor credit. This is because the 
human resources folks are saying, we are looking for something in 
particular, something that may deal with personal responsibility, 
but we are usually doing this after we have made a contingent 
offer. So at that point, I am going to talk to you about your cir- 
cumstances. At that point, I may be interested in why you have 
some delinquent student loans. But at that point, I may also say, 
“I get it. I absolutely understand it. If you do not have a job, you 
cannot pay your loans. I am going to give you a job and you are 
going to be able to pay your loans.” And in this case, I do not think 
that this delinquency that shows up on a student loan has any- 
thing to do with how you are going to perform in the particular job 
that I have available. 

So, in fact, that is what we see. Eighty percent — and, by the way, 
credit reports are used most often for positions with financial re- 
sponsibilities, for senior executive positions, and employees who 
have access to highly confidential information. So there is a certain 
cabined-in population. So it is a narrow set of jobs. 

By the way, our members — we have surveyed our members — 
maybe 5 percent of the product they issue in the marketplace in- 
cludes a credit report from the background screening perspective. 
That means 95 percent of the background screening product in the 
marketplace does not include a credit report. It is being used for 
a very discrete population. 

So I think that also responds to the idea that, somehow, you are 
right, some parents are able to pay student loans and other parents 
are not, and some parents are able to pay their kids’ bills when 
they can and others are not. I think that it is the way it is being 
used. It is not what is in the credit report, but it is the way that 
it is being used that really is the pivotal question. In this case, the 
answer is, it is being used responsibly. 

Finally, credit scores are not used. The credit report is used, but 
our members do not sell credit scores for employment, so you are 
not just seeing a number. You are seeing the report and you are 
taking a deeper dive into the details, which is exactly what human 
resources folks say they want to do. So I think the news is better 
than that. 

Senator Merkley. Thank you, Mr. Pratt. 

Senator Brown. I do not think you meant to say no employer 
uses it for every job? 
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Mr. Pratt. That is probably dangerous these days, is it not? But 
I would say that, based on everything we have seen, Mr. Chair- 
man, it is used very selectively and it is not used in some sort of 
just broad filtering process. It is used on a contingent offer basis, 
most commonly. 

Senator Brown. OK. And you talk persuasively about — and 
using percentages — but as Ms. Wu points out, percentages of 200 
million are a lot of people. Very low percentages of 200 million, I 
think it is — you were not inaccurate. I am not accusing you of that, 
for sure. But when it is a few percent of 200 million, it is a lot of 
Americans affected by this, as, of course, you know. 

Thank you. I particularly appreciate Senator Merkley’s ques- 
tions. I think this points to the fact that moderate-income Ameri- 
cans and low-income Americans whose lives are often a challenge 
when most of them have not had much of a raise in 10 years and 
then face these obstacles of maybe higher insurance rates in some 
cases, more difficulty getting a job, more difficulty getting an apart- 
ment, and more difficulty certainly getting a lower interest rate 
than they might otherwise get, sometimes a credit score that they 
have earned through their behavior, other times credit scores that 
may not be entirely accurate that are challengeable, but it is low- 
income and moderate-income people that are probably least likely 
to know that they can challenge these scores and get them fixed. 
I hope that — I know that you, Mr. Pratt, are aware of that, and I 
hope that we can see, without legislative action, some remedies in 
some of this. 

I ask both the minority and the majority that anybody who 
wants to submit questions to the panelists, please do and get them 
back to us by January 2, if you can do that. And if either of the 
two of you or Mr. Stone wants to expand on anything you have said 
or submit anything for the record, please get that to us by January 
2. 

Thank you very much for being here, and the hearing is ad- 
journed. 

[Whereupon, at 11:22 a.m., the hearing was adjourned.] 

[Prepared statements, responses to written questions, and addi- 
tional material supplied for the record follow:] 
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PREPARED STATEMENT OF SENATOR DANIEL K. AKAKA 

Thank you, Chairman Brown. Thank you very much for holding this hearing 
today and for all of your work on consumer protection issues. I know you agree that, 
when Americans make wise economic decisions and are protected from bad actors, 
our economy — and Nation — are stronger for it. 

It is fitting that a hearing on a topic of consumer protection will be my last as 
a Member of the Senate. Financial literacy and consumer protection issues are very 
close to my heart. This is a policy area of the utmost importance to me. I am proud 
of the work we have accomplished on this Committee through both legislation, such 
as the Dodd-Frank and the Credit CARD Acts, and oversight, including numerous 
hearings with officials from the CFPB. 

Financial literacy is important for many reasons. Strong personal finances make 
for strong families. Being financially literate makes it easier for individuals to pay 
unexpected emergency expenses, further their education, and save for retirement. 
It allows people to better fulfill their dreams and deal with difficult times. It makes 
for happier, healthier communities and truly helps people in so many areas of their 
lives. That is why I have worked hard during my time in Congress to educate, pro- 
tect, and empower consumers. 

I am pleased that we will hear from our panelists about the work they have done 
examining credit reports from a consumer’s perspective. I also look forward to hear- 
ing from the witnesses about their ideas on how to further protect consumers and 
what more we in Congress can do to help people secure their financial futures. 
Working families need to access mainstream financial institutions so that they are 
not prone to make use of predatory and unscrupulous lenders. We need straight- 
forward disclosures so that consumers can make choices that best suit their situa- 
tions. Student debt should not hinder our young people from getting the training 
they need to compete globally, and financial concerns should not put additional 
strains on our military families. 

While my Senate career is coming to an end, I know that there are many of my 
colleagues who will continue to empower consumers to make good financial deci- 
sions. Mahalo nui loa to my colleagues here on the Committee including Chairman 
Johnson, Chairman Brown, Senator Reed, Senator Merkley, Senator Hagan, and 
others. 

I also appreciate the dedicated work of Committee and personal office staffs. They 
do so much to support the work that we do, so mahalo to you all as well. 

Over the years my staff has provided excellent assistance in helping consumers 
in Hawaii and across our country both by aiding individuals on a case-by-case basis 
and by advancing commonsense laws to improve the functioning of the financial 
marketplace. It is very nice to know that four of my former staffers — Erika 
Moritsugu, Matthew Pippin, Preethi Raghavan, and Elizabeth Songvilay — are con- 
tinuing to advance consumer protection and financial literacy in their roles at the 
CEPB. 

Panelists, thank you for your tireless work to protect consumer interests. I look 
forward to hearing your testimony. Thank you. 


PREPARED STATEMENT OF COREY STONE 

Assistant Director for Deposits, Cash, Collections, and Reporting Markets 
Consumer Financial Protection Bureau 
December 19, 2012 

Chairman Brown, Ranking Member Corker, and Members of the Subcommittee, 
thank you for the opportunity to testify today on the consumer credit reporting in- 
dustry. 

Credit reporting plays a critical role in consumers’ financial lives. Credit reports 
on consumers’ financial history and behavior can determine their eligibility for cred- 
it cards, car loans, and home mortgage loans — and they often affect how much con- 
sumers pay for their loans. The industry is critical in our economy. It promotes ac- 
cess to credit that consumers can afford to repay. Without credit reporting, many 
consumers likely would not be able to get credit. 

Credit reports are also often used in a number of noncredit decisions about con- 
sumers. They can be used to determine whether a consumer is offered a job, a car, 
homeowner’s insurance, or rental housing. 

The CFPB is the first Federal Government agency that supervises both consumer 
reporting companies and the largest banks and many of the nonbanks that provide 
them with consumers’ credit information. This responsibility is a priority for the Bu- 
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reau. Last year, the CFPB published one report to Congress on credit scores and 
another report on whether remittance information might help consumers develop 
positive credit scores. Earlier this year we published a Consumer Advisory about 
credit reports. In July, the CFPB adopted a rule to extend its supervision authority 
to cover larger consumer reporting agencies. In September, the CFPB released its 
examination procedures for these companies, along with a study examining credit 
scores — the three-digit numbers used to determine consumers’ credit worthiness. In 
mid-October, the CFPB began handling individual complaints about consumer re- 
porting companies. If a consumer files a complaint with a credit reporting company 
and is dissatisfied with the resolution, the CFPB is available to assist. 

As many of us at the CFPB conduct outreach all over the country to learn how 
consumers hurt by the financial crisis are recovering, we’ve heard many express 
frustrations about their credit reports or credit scores. And we’ve heard a consider- 
able amount of confusion and misunderstanding about credit reporting. 

Just last week, the CFPB issued a new report based on information provided by 
the big three consumer reporting companies — Equifeix, Experian, and TransUnion — 
and their industry association. The report highlights the basic systems the credit 
reporting companies use to collect, organize, and maintain consumer credit informa- 
tion. It is one of the most comprehensive looks at the consumer reporting industry 
to date. And it represents a significant step forward in understanding this industry 
and making it more transparent for consumers. 

Some of the key findings in our report are that: 

• More than half of the trade lines in the credit bureaus’ databases are 
supplied by the credit card industry. This means that credit cards are given 
great weight in how consumers build their credit profiles. 

• More than three quarters of the trade lines in the credit bureaus’ data- 
bases come from the top 100 furnishers of information. These are largely 
the large bank and nonbank lenders — and now the largest debt collectors and 
debt buyers — who fall under the CEPB’s supervision. This means for the first 
time a Eederal agency has the tools to examine and understand how well all 
parts of the credit reporting system are working — including both the sources of 
credit information and credit bureaus themselves. 

• More than one-third of consumer disputes relate to collection items. In 
fact, the information provided by the collections industry is five times more like- 
ly to be disputed than mortgage information. 

• A relatively small percentage of consumers — approximately 20 percent — 
look at their credit reports each year. This is a shame because — while we 
do not know for sure how common inaccuracies are — it is likely that many addi- 
tional consumers could identify and correct inaccuracies if they reviewed their 
credit report. 

• Most complaints are forwarded to the furnishers that provided the origi- 
nal information. Credit reporting companies on average refer 85 percent of 
complaints on to the furnishers that provided the original information. But doc- 
umentation that consumers mail in to support their cases may not be getting 
passed on to the data furnishers for them to properly investigate and report 
back to the credit reporting company. 

The CEPB’s report should help to clarify the confusing world of consumer reports. 
It should help to inform policymakers and consumers about how this important in- 
dustry works. If consumers know more about how these companies consider credit 
use, consumers should be better able to make decisions for themselves and use cred- 
it more wisely. 

Thank you for inviting me to testify today. I will be happy to answer any ques- 
tions you may have about our report. 


PREPARED STATEMENT OF STUART K. PRATT 

President and CEO, Consumer Data Industry Association 
December 19, 2012 

Chairman Brown, Ranking Member Corker and Members of the Subcommittee, 
thank you for this opportunity to appear before you. For the record my name is Stu- 
art Pratt, president and CEO of the Consumer Data Industry Association (CDIA). 

CDIA is an international trade association of more than 180 corporate members. 
Its mission is to enable consumers, media, legislators and regulators to understand 
the benefits of the responsible use of consumer data which creates opportunities for 
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consumers and the economy. CDIA members provide businesses with the data and 
analytical tools necessary to manage risk. They help ensure fair and safe trans- 
actions for consumers, facilitate competition and expand consumers’ access to a mar- 
ket which is innovative and focused on their needs. Their products are used in more 
than nine billion transactions each year. 

We commend you for holding this hearing, and welcome the opportunity to share 
our views. 

My written comments will include important background on the industry and 
then focus on the following specific Committee requests listed below: 

• Current oversight of credit reporting agencies by the Consumer Financial Pro- 
tection Bureau 

• The dispute resolution process for consumers 

• Communication between furnishers and credit reporting agencies 

• Specialty credit reporting agencies and their duties under the Fair Credit Re- 
porting Act 

• Differences in credit scores available to clients versus consumers 

Background Part 1 — The importance of credit reporting to consumers and 
our Nation’s economy. 

Consumer Financial Protection Bureau Director Richard Cordray stated the fol- 
lowing about credit reporting during a July 16, 2012 field hearing: 

Credit reporting is an important element in promoting access to credit that 
a consumer can afford to repay. Without credit reporting, consumers would 
not be able to get credit except from those who have already had direct ex- 
perience with them, for example from local merchants who know whether 
or not they regularly pay their bills. This was the case 50 or a 100 years 
ago with “store credit,” or when consumers really only had the option of 
going to their local bank. But now, consumers can instantly access credit 
because lenders everywhere can look to credit scores to provide a uniform 
benchmark for assessing risk. Conversely, credit reporting may also help re- 
inforce consumer incentives to avoid falling behind on payments, or not 
paying back loans at all. After all, many consumers are aware that they 
should make efforts to build solid credit. 

In its 2011 publication of Credit Reporting Principles the World Bank observed: 

Credit reporting systems are very important in today’s financial system. Creditors 
consider information held by these systems a primary factor when they evaluate the 
creditworthiness of data subjects and monitor the credit circumstances of con- 
sumers. This information flow enables credit markets to function more efficiently 
and at lower cost than would otherwise be possible. 

Congressional findings reinforce the positive contribution of credit reporting to 
consumers and state that “consumer reporting agencies have assumed a vital role 
in assembling and evaluating consumer credit and other information on consumers.” 

Ultimately credit reports tell the story of our good choices and hard work. They 
speak for us as consumers when we apply for loans and lenders don’t know who we 
are or how we’ve paid our bills in the past. Credit reports replace human bias and 
assumptions with a foundation of facts that tell our story and ensure that we are 
treated fairly. Our members focus on consumers first, on ensuring fairness for them 
in the marketplace and on the accuracy of the data in the products they produce. 

Background Part 2 — An overview of the types of data used to build a con- 
sumer’s credit history. 

Before we provide testimony on particular issues identified by the Committee, we 
thought it would be helpful to discuss what is and isn’t in a “credit report.” The 
term “credit report” is not defined by the Fair Credit Reporting Act (15 U.S.C. §1681 
et. seq. ) The FCRA defines the term “consumer report” and the traditional credit re- 
ports produced by nationwide consumer reporting agencies meets this definition. 
Credit reports include: 

• Identifying Information — Name (first, last, middle), current and previous ad- 
dresses, social security number, date of birth. 

• Credit History — History of managing various loans issued by retailers, banks, 
finance companies, mortgage companies and other types of lenders. 

• Public Records — Judgments, bankruptcies, tax liens. 
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• Accounts Placed with a Collection Agency — these accounts are reported by third- 
party debt collectors who attempt to collect delinquent debts owed to a service 
provider or lender. 

• Inquiries — A record of all who have a permissible purpose under law and have 
access a consumer’s report. 

Note that credit reports do not contain information on an individual’s medical con- 
dition, race, color, religion, or national origin. It is important to note that our U.S. 
credit reporting systems are full-file and thus they include both positive and nega- 
tive payment history on a consumer. Full-file credit reporting is inherently fairer 
for consumers because it ensures that there is a clear record of not just missed pay- 
ments but all on-time payments. 

Background Part 3 — Consumers and Credit Reports 

A consumer’s credit history starts with the very first relationship a consumer has 
with a lender. It may be when a parent adds a son or daughter as an authorized 
signatory on a credit card or when a young adult makes application for his or her 
very first loan. Ensuring that consumers understand how lenders consider their 
management of credit is critical and certain fundamental principles are consistently 
true over time: 

• Pay your bills on time. 

• Don’t run up your credit cards to their limits. 

Never before in the history of our country has there been a greater degree of 
transparency when it comes to the information available to enable consumers to un- 
derstand consumer credit reports and their rights under the FCRA. In particular 
CDIA applauds its members for their market solutions which make available to con- 
sumers unlimited access to credit reports, credit scores, as well as providing addi- 
tional information about the credit, credit reporting industry. These market solu- 
tions, for example, push alerts to consumer’s smart phones when data has changed 
on their report and also warn consumers when there’s a risk of identity theft. 

Under the Fair Credit Reporting Act consumers also have a right to an annual 
free credit file disclosure from each of the nationwide consumer credit reporting 
agencies: Equifax, Experian and TransUnion. We estimate that more than 15 mil- 
lion consumers view at least one of their reports each year and an average of more 
than 30 million disclosures are issued annually. Since December of 2004 hundreds 
of millions of disclosure have been issued to consumers. 

For some years consumer advocates have been measuring the knowledge con- 
sumers have regarding their credit reports and how credit scores used by lenders 
analyze data. In particular VantageScore and the Consumer Federation of America 
have partnered on a project to reach consumers and measure their knowledge. The 
trends identified through this effort are very encouraging. Consider the following ex- 
cerpts drawn from the CFA News Release issued on May 14, 2012: 

A large majority of consumers now know many of the most important facts 
about credit scores, for example: 

• Mortgage lenders and credit card issuers use credit scores (94 percent and 90 
percent correct, respectively). 

• Many other service providers also use these scores — landlords, home insurers, 
and cell phone companies (73 percent, 71 percent, and 66 percent correct, re- 
spectively). 

• Missed payments, personal bankruptcy, and high credit card balances influ- 
ence scores (94 percent, 90 percent, and 89 percent correct, respectively). 

• The three main credit bureaus — Experian, Equifax, and TransUnion — collect 
the information on which credit scores are frequently based (75 percent cor- 
rect). 

• Consumers have more than one generic score (78 percent correct). 

• Making all loan payments on time, keeping credit card balances under 25 per- 
cent of credit limits, and not opening several credit card accounts at the same 
time help raise a low score or maintain a high one (97 percent, 85 percent, 
and 83 percent correct, respectively). 

• It is very important for consumers to check the accuracy of their credit re- 
ports at the three main credit bureaus (82 percent correct). 

Somewhat surprising was the fact that most consumers understand new, 
and fairly complicated, consumer protections regarding credit score disclo- 
sures. when asked when lenders who use generic credit scores are required 
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to inform borrowers of these scores, large majorities correctly identified 
three key conditions — after a consumer applies for a mortgage (80 percent 
correct), whenever a consumer is turned down for a loan (79 percent cor- 
rect), and on all consumer loans when a consumer does not receive the hest 
terms including the lowest interest rate available (70 percent correct). 

“Increases in consumer knowledge probably reflect in part the increased 
public attention given to credit scores because of the new protections,” 
noted CFA’s Brobeck. “The improvements may also be related to increased 
efforts of financial educators, including our creditscorequiz.org, to inform 
consumers about credit reports and scores,” he added. 

Our members are encouraged hy the progress made and these data argue against 
the perception reported hy some journalists and advocates that consumers are sim- 
ply confused and unable to understand the credit reporting system. It’s our view 
that journalists and advocates would serve consumers better by setting aside the 
rhetoric of confusion in favor of encouraging consumers to act on their rights and 
to learn how the credit reporting system is making their lives better. 

Background Part 4 — Credit Repair Scams 

It is good news that consumers’ knowledge of credit reports and how scores ana- 
lyze credit report data is improving. However it is critical that consumers remain 
vigilant and do not fall prey to fraudulent credit repair schemes. Fraudulent credit 
repair agencies have a business model built around the premise of seeking to have 
accurate, predictive data deleted from a consumer’s credit report and taking con- 
sumers’ hard-earned money to do something that consumers can do for themselves. 
The quote from an October 13, 2011 FTC press release regarding a public investiga- 
tion of a credit repair operator is illustrative of the problem and challenge our mem- 
bers face: 

The FTC alleges that the defendants made false statements to credit bu- 
reaus disputing the accuracy of negative information in consumers’ credit 
reports. In letters to credit bureaus, which XXX did not show to consumers, 
the firm typically disputed all negative information in credit reports, re- 
gardless of the information’s accuracy. XXX continued to send these decep- 
tive dispute letters to credit bureaus, even after receiving detailed billing 
histories verifying the accuracy of the information, or signed contracts from 
creditors proving the validity of the accounts. 

The complaint alleges that XXX misrepresented to consumers that 
Federal law allows the company to dispute accurate credit report in- 
formation, and that credit bureaus must remove information from credit 
reports unless they can prove it is accurate. In the company’s words, credit 
bureaus must “prove it or remove it.” XXX charged a retainer fee of up to 
$2,000 before providing any service, and falsely told consumers that Texas 
law allows credit repair organizations that are registered and bonded to 
charge an advance fee. 

CDIA applauds the actions of the Federal Trade Commission and State attorneys 
general to protect consumers through their enforcement of the Credit Repair Orga- 
nizations Act. These enforcement efforts must continue. But the CFA survey of con- 
sumers speaks clearly to the need to also continue to educate consumers. Consider 
the following finding: 

Over half (51 percent) [of consumers] incorrectly believe that credit repair 
companies are “always” or “usually” helpful in correcting credit report er- 
rors and improving scores. Experts agree that credit repair companies often 
overpromise, charge high prices, and perform services that consumers could 
do themselves. 

Fraudulent credit repair activities remain a problem for consumers and also for 
our members who serve consumers. Our members estimate that as much as 43 per- 
cent of incoming mail is tied to credit repair schemes that distract from processing 
valid disputes and which tie up data furnisher resources leading some to give up 
and delete accurate, predictive data. 

Committee Request I — Current oversight of eredit reporting ageneies by 
the Consumer Finaneial Protection Bureau 

Our members have successfully operated in a highly regulated context for dec- 
ades. Recent changes in how the Federal Government enforces various consumer 
protection laws, most notably the Fair Credit Reporting Act (15 U.S.C. § 1681 et. 
seq.), do not materially alter this fact. 
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The FCRA was first enacted in 1970 (PL 91-508). It has since been the subject 
of active oversight by many different Congresses. Following is a partial listing of 
major and minor amendments to the law which speaks to the fact that the FCRA 
is a contemporary law that has been updated to recognize changes in the market- 
place: 

• Consumer Credit Reporting Reform Act of 1996 (Public Law 104-208, the Omni- 
bus Consolidated Appropriation Act for Fiscal Year 1997, Title II, Subtitle D, 
Chapter 1) 

• Section 311 of the Intelligence Authorization for Fiscal Year 1998 (Public Law 
105-107) 

• The Consumer Reporting Employment Clarification Act of 1998 (Public Law 
105-347) 

• Section 506 of the Gramm-Leach-Bliley Act (Public Law 106-102) 

• Sections 358(g) and 505(c) of the Uniting and Strengthening America by Pro- 
viding Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 
2001 (USAPATRIOT Act) (Public Law 107-56) 

• The Fair and Accurate Credit Transactions Act of 2003 (FACT Act) (Public Law 

108- 159) 

• Section 719 of the Financial Services Regulatory Relief Act of 2006 (Public Law 

109- 351) 

• Section 743 (Div. D, Title VII) of the Consolidated Appropriations Act of 2008 
(Public Law 110-161) 

• The Credit and Debit Card Receipt Clarification Act of 2007 (Public Law 110- 
241) 

• Sections 205 and 302 of the Credit Card Accountability Responsibility and Dis- 
closure (CARD) Act of 2009 (Public Law 111-24) 

• The Consumer Financial Protection Act of 2010 (CFPA) (Title X of the Dodd- 
Frank Wall Street Reform and Consumer Protection Act, Public Law 111-203) 

• The Red Flag Program Clarification Act of 2010 (Public Law 111-203). 

Most important to understanding this statute is that it carefully and clearly di- 
vides responsibilities for ensuring the accuracy of information in credit reports and 
also how consumer disputes and questions about their credit reports are resolved. 
As CFPB Director Cordray stated during a July 26, 2012 field hearing: 

Our credit reporting system involves several key participants. First are the 
creditors and others that supply the information about your financial be- 
havior, which can include your credit card issuers, your mortgage company, 
or companies that are collecting debts they claim you owe, among others. 
Second are those that collect and sell the information, which are the credit 
reporting companies. Third are those that use the information, which large- 
ly consist of financial institutions, but can also include insurance compa- 
nies, auto dealers, retail stores, and even prospective employers. Fourth are 
consumers themselves, who are the object of all this scrutiny and who are 
immediately affected by it. All of these participants play important roles in 
ensuring that the credit reporting system operates effectively to help con- 
sumer credit markets work better for us all. 

At this same hearing Director Cordray also pointed out: 

First, our oversight of the credit reporting companies will help us make 
sure that the information provided to them is itself reliable. Lenders and 
others who furnish information to the credit reporting companies are legally 
required to have policies in place about the accuracy and integrity of the 
information they report — which includes identifying consumers accurately, 
correctly recounting their actual payment history, and keeping their infor- 
mation and recordkeeping in order. Otherwise, their sloppy work becomes 
the true source of harm to the consumer’s overall creditworthiness. We 
want to deepen our understanding of the recordkeeping and reporting prac- 
tices by lenders and we want to see what the credit reporting companies 
can be doing to test and screen for the quality of information they receive. 

The FCRA has always been enforced by both State attorneys general and also 
through private litigation. Until the enactment of the Dodd Frank Act (PL 111-203) 
the Federal Trade Commission had the primary Federal responsibility for enforce- 
ment of the provisions of the FCRA which apply to our members. As a result of 
Dodd Frank, the Consumer Financial Protection Bureau was created (See Title X) 
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and this enforcement responsibility was transferred to the CFPB. While the CFPB 
now has primary oversight for our members’ FCRA duties, the FTC and State attor- 
neys general may still bring enforcement actions. A Memorandum of Understanding 
between the CFPB and FTC has been completed and it outlines how the two agen- 
cies will cooperate on enforcement actions. 

Our members have sought a positive and collaborative relationship with the 
CFPB. Free of charge, our nationwide credit reporting agencies provided the CFPB 
with 600,000 depersonalized credit reports and another 3,000,000 credit scores so 
that the Bureau could conduct a study of the similarities of various credit scores 
in the marketplace. One of our members voluntarily provided the CFPB with free, 
depersonalized credit reports for a study of the usefulness of remittance data in pre- 
dicting creditworthiness of consumers who may have “thin” credit reports or no 
credit report. Further, our members conducted extensive, free research for the CFPB 
in support of their effort to draft a white paper on the credit reporting eco-system. 
Ultimately it is our hope that these efforts are in support of a CFPB that continues 
to follow the important guiding comments of the Bureau’s Deputy Director, Raj Date 
when he stated: 

First, we are committed to basing our judgments on research and data 
analysis. We won’t shoot from the hip. We won’t reason from ideology. We 
won’t press a political agenda. Instead, we’re going to be fact-based, prag- 
matic, and deliberative. 

It is essential that the CFPB remain an organization focused on the facts and not 
driven by the headlines. The CFPB cannot be successful if it seeks out inflammatory 
headlines that are a distraction for consumers, or reacts to headlines that simply 
are not based in good social science and scientific methods. 

Committee Request II — The dispute resolution process for consumers. 

Before we delve into the systems our members have designed to assist consumers 
with disputes regarding information in their credit reports, some context for the ac- 
curacy of credit reports is helpful. 

In May of 2011 the PERC completed and released a CDIA-commissioned study of 
the quality of data found in the databases of nationwide consumer credit reporting 
agencies. This work was groundbreaking. The research was truly an arms-length, 
let-the-chips-fall-where-they-may project which was the only condition under which 
Dr. Turner would agree to conduct the study. Our members had no reservations 
about this requirement. Consumers wanted answers from a trusted source regarding 
the accuracy of credit reports and we wanted to make sure we gave them an an- 
swer, particularly since the General Accountability Office has rejected all consumer 
advocate efforts to measure accuracy due to serious flaws in their methodologies and 
lack of sound statistical practices. The CFPB’s recent white paper on the credit re- 
porting eco-system added to these GAO criticisms in its discussion of the failure of 
a consumer group to develop a statistically representative, unbiased study popu- 
lation. 

PERC designed its study using a peer review process that included reviews of 
methodology conducted by leading academics from the Wharton School of Business 
at the University of Pennsylvania, the University of North Carolina and Chapel Hill 
and Duke University. As an indication of the openness of Dr. Turner to engage in 
the dialogue about accuracy, when PERC published its results, it also made the raw 
data and research findings available to the CFPB and the FTC so that these agen- 
cies could replicate the findings and not merely depend on PERC’s interpretation 
of the data. 

Dr. Turner and his team used two measures of what might be a material error 
in a consumer’s credit report. First they used VantageScore to measure the point 
change between credit reports before and after a dispute and reinvestigation proc- 
ess. In this instance they found that only 0.93 percent of all credit reports examined 
had one or more disputes which resulted in a credit score increase of 25 points. 
However, Dr. Turner recognized that in a risk-based-pricing context even a single 
point change could make a difference for a consumer who is on the edge of quali- 
fying for a better rate. Thus the PERC team also measured material errors by con- 
sidering how often a consumer moved from a higher priced pricing tier to a lower 
one (an approach the CFPB has used in a study of credit scores). Only one half of 
1 percent (0.51 percent) of all credit reports examined by consumers had a credit 
score change that resulted in the consumer likely receiving a lower-priced product. 
This study puts to rest the debate about the accuracy of our members’ data. 

As a further statement of our members’ confidence in their systems and the qual- 
ity of their data, they not only provided a grant to fund the PERC research, they 
also provided, free of charge, the data the Federal Trade Commission needed to ful- 
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fill its mandate under the FACT Act to study the accuracy of nationwide credit re- 
porting systems. Release of the FTC’s full research findings is imminent. 

CDIA applauds its members for facing the hard questions about data quality and 
engaging in responsible, sound research. The results of our members’ decisions are 
impressive and expected. 

As for the question of dispute resolution procedures, consumers’ rights are very 
clear under the FCRA. Below is an explanation of those rights prepared by the Fed- 
eral Trade Commission: 

You have the right to know what is in your file. You may request and ob- 
tain all the information about you in the files of a consumer reporting agen- 
cy (your “file disclosure”). You will be required to provide proper identifica- 
tion, which may include your Social Security number. In many cases, the 
disclosure will be free. You are entitled to a free file disclosure if: 

• a person has taken adverse action against you because of information in your 
credit report; 

• you are the victim of identity theft and place a fraud alert in your file; 

• your file contains inaccurate information as a result of fraud; 

• you are on public assistance; 

• you are unemployed but expect to apply for employment within 60 days. 

In addition, [since] September 2005 all consumers [have been] entitled to 
one free disclosure every 12 months upon request from each nationwide 
credit bureau and from nationwide specialty consumer reporting agencies. 

See www.ftc.gov / credit for additional information. 

You have the right to dispute incomplete or inaccurate information. If you 
identify information in your file that is incomplete or inaccurate, and report 
it to the consumer reporting agency, the agency must investigate unless 
your dispute is frivolous. See www.ftc.gov ! credit for an explanation of dis- 
pute procedures. 

Consumer reporting agencies must correct or delete inaccurate, incomplete, 
or unverifiable information. Inaccurate, incomplete or unverifiable informa- 
tion must be removed or corrected, usually within 30 days. However, a con- 
sumer reporting agency may continue to report information it has verified 
as accurate. 

The staff and systems used by our members to handle consumer requests for re- 
investigations of data reported to them are first-class and this is not merely an opin- 
ion. The PERC data quality study discussed above measured consumer satisfaction 
with the reinvestigation process and fully 95 percent of consumers were satisfied 
with the results. These data are facts and not merely anecdotes and set aside un- 
founded accusations by consumer advocates that our members’ systems fail to meet 
consumer expectations. 

Further indication of our members’ success in meeting consumers’ needs can be 
found in a 2008 report to Congress regarding complaints submitted to the Federal 
Trade Commission. Note in the excerpt below that consumers appeared to be com- 
plaining to the FTC concurrent with the submission of a dispute directly to a con- 
sumer credit reporting agency. More than 90 percent of the disputes were resolved 
when submitted directly to the CRA, a percentage that is very consistent with the 
findings of PERC: 

The data indicate that a significant number of disputes were resolved in the 
consumer’s favor ii.e., the disputed information was either removed from 
the file or modified as requested). The data further indicate, however, that 
in most cases, the favorable resolutions took place as part of the normal dis- 
pute process, and not as a result of the referral program. Specifically, the 
CRAs’ reports show that over 90 percent of disputes that were re- 
solved “as requested by the consumer” were resolved before the CRA 
processed the referral from the Commission.^ 

It is also important to note that in 2003 consumers were given the right to dis- 
pute information furnished to a consumer reporting agency directly with the fur- 
nisher of the data (e.g., lender, etc.). A March 2012 ETC report on a survey of con- 
sumers indicated that 46 percent chose to dispute an item of information directly 
with the data furnisher rather than with a consumer credit reporting agency. It is 


iSee page 5 of the FTC Report to Congress Submitted on December 29, 2003: http:! ! 
www.ftc.gov j os 12008 1 12 1 P044807fcracmpt.pdf. 
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our view that consumers will continue to grow in their understanding of this right 
and will more often dispute with the data furnisher. 

The 95 percent satisfaction rate and the FTC’s analysis of complaints received are 
strong, empirical evidence of our members’ commitment to getting it right for all 
consumers. 

Committee Request III — Communieation between Furnishers and Credit 
Reporting Ageneies 

New data furnisher — ^All of our members have specialized staff, policies and proce- 
dural systems in place to evaluate each new data furnisher. Common practices in- 
clude reviews of licensing, references, and site visits. All apply robust tests to sam- 
ple data sets and all work with the furnisher to conform data reporting to the Metro 
2 data standard. Once a furnisher is approved, there may be ongoing monitoring of 
this data reporting stream during a probationary period of time. 

The CFPB’s newly released report, “Key Dimensions and Processes in the U.S. 
Credit Reporting System: A review of how the Nation’s largest credit bureaus man- 
age consumer data”, provides additional details on our members’ efforts at Section 
4.1 on pages 18-19. 

Ongoing furnishing — Our members employ a variety of practices; some of these 
are listed below: 

• Producing reports for data furnishers which outline data reporting problems, in- 
cluding errors in loading data and data which is not loaded. This reporting proc- 
ess ensures data furnishers are receiving feedback regarding the quality of their 
data furnishing practices. 

• Cross-referencing data in certain fields to look for logical inconsistencies are 
often used as a data quality check. 

• Historical data reporting trends, at the database level or data furnisher level, 
are used as baseline metrics upon which to evaluate incoming data. 

• Manual reviews of data can occur when anomalous data reporting trends are 
identified. 

• Reviewing incoming data for consistency with the Metro 2 data standard. 

Beyond the extensive, individual corporate strategies for ensuring data quality, 
our members have undertaken industry-level strategies as well. Central to these ef- 
forts has been the development of a data reporting standard for all 10,000 data 
sources which contribute to their databases. The latest iteration of this standard is 
titled Metro2. Standardizing how data is reported to the consumer is a key strategy 
for improving data quality. Consumer advocates appear to agree. The National Con- 
sumer Law Center, writing on behalf of a range of consumer groups, appears to 
agree with this point when it stated in its letter to the Federal Reserve IBoard:^ 

However, the failure to report electronically or to use Metro2 creates even 
more inaccuracies. 

CDIA provides free access to a “Credit Reporting Resource Guide” which is the 
comprehensive overview of the Metro2 Format. This guide is designed for all types 
of data furnishers, but it also provides specific guidance for certain types of fur- 
nishers to encourage proper use of the format. Target audiences include collection 
agencies, agencies which purchase distressed debt, all parties which report data on 
student loans, child support enforcement agencies and utility companies. CDIA and 
its Metro2 Task Force have administered telephonic and in-person workshops for 
thousands of data furnishers representing the majority of all data furnished to their 
systems. These programs include a range of specialized topics including, for exam- 
ple: 

• Reporting Requirements for Third Party Collection Agencies and Debt Pur- 
chasers. 

• Reporting Requirements Specific to Legislation & Accounts Included in Bank- 
ruptcy. 

The CFPB report also discusses oversight of ongoing data furnishing at Section 
4.2, page 19 and an outline of the Metro 2 Data Format (Section 3.1.2, page 15 and 
following). Our members’ efforts to audit incoming data and to work with both new 
and current data furnishers are well-documented. However, the Congress recognized 
that data furnishers have to have duties to ensure that accuracy of what they report 


2 Comments of the National Consumer Law Center, ANPR: Furnisher Accuracy Guidelines 
and Procedures Pursuant to Section 312 of the Fair and Accurate Credit Transactions Act, Pp. 
16. 
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which is why, in 1996, the FCRA was amended to create an accuracy duty for data 
furnishers and again in 2003, the Congress enacted new FCRA requirements on 
data furnishers via the issuance of regulations regarding the “accuracy and integ- 
rity” of information furnished to consumer reporting agencies. 

Committee Issue IV — Nationwide Speeialty Consumer Reporting Ageneies 

Some consumer reporting agencies regulated under the FCRA are further defined 
a “nationwide specialty consumer reporting agency.” This term is defined as follows: 

§ 603. Definitions; rules of construction [15 U.S.C. § 1681a] 

(x) The term “nationwide specialty consumer reporting agency” means a con- 
sumer reporting agency that compiles and maintains files on consumers on 
a nationwide basis relating to 

(1) medical records or payments; 

(2) residential or tenant history; 

(3) check writing history; 

(4) emplo 3 mient history; or 

(5) insurance claims. 

NSCRAs have to provide a free annual disclosure. Below is the section of law 
which establishes this duty: 

§ 612. Charges for certain disclosures [15 U.S.C. § 1681j] 

(C) Nationwide Specialty Consumer Reporting Agency 

(i) In general. The Bureau shall prescribe regulations applicable to each con- 
sumer reporting agency described in section 603(w) to require the establish- 
ment of a streamlined process for consumers to request consumer reports 
under subparagraph (A), which shall include, at a minimum, the establish- 
ment by each such agency of a toll-free telephone number for such requests. 

(ii) Considerations. In prescribing regulations under clause (i), the Bureau shall 

consider 

(I) the significant demands that may be placed on consumer reporting agencies 
in providing such consumer reports; 

(II) appropriate means to ensure that consumer reporting agencies can satisfac- 
torily meet those demands, including the efficacy of a system of staggering 
the availability to consumers of such consumer reports; and 

(III) the ease by which consumers should be able to contact consumer reporting 
agencies with respect to access to such consumer reports. 

(iii) Date of issuance. The Bureau shall issue the regulations required by this 
subparagraph in final form not later than 6 months after the date of enact- 
ment of the Fair and Accurate Credit Transactions Act of 2003. 

(iv) Consideration of ability to comply. The regulations of the Bureau under this 

subparagraph shall establish an effective date by which each nationwide 
specialty consumer reporting agency (as defined in section 603(w)) shall be 
required to comply with subsection (a), which effective date 

(I) shall be established after consideration of the ability of each nationwide spe- 
cialty consumer reporting agency to comply with subsection (a); and 

(II) shall be not later than 6 months after the date on which such regulations 
are issued in final form (or such additional period not to exceed 3 months, 
as the Bureau determines appropriate). 

Committee Issue V — Differences in Credit Scores Available to Clients 

versus Consumers 

In September of 2012 the CFPB issues a reported entitled “Analysis of Differences 
between Consumer- and Creditor-purchased Credit Scores.” The findings of this re- 
port were very favorable to consumers and set aside any concerns regarding which 
score a consumer chooses to purchase. Four out of five consumers get exactly the 
same result regardless of the score they choose and where this isn’t the case it is 
a result of how lenders set their prices in the market place. No one credit score will 
every match up with all lender pricing strategies or with their internal underwriting 
systems which include customized credit scores designed uniquely for them. From 
a statistical/scientific perspective the CFPB reports that all scores they studied were 
highly correlated (.9 out of 1). In a competitive credit scoring marketplace correla- 
tions could not likely be better, and this is good news for consumers, as well. 

Because, as the CFPB itself reports, there is no one score in the marketplace 
(some commonly used score brands have as many as 49 different versions operating 
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in the current marketplace) and lenders make different offers to the same consumer, 
we agree with the CFPB that the lesson learned from this study is that it is essen- 
tial that consumers shop around for a deal. Consumers should never take the first 
offer on the table. Consumers should take advantage of the availability of credit 
scores and set aside unfounded concerns about the variety of high-quality credit 
scores available in today’s competitive marketplace. 

CDIA issued a release in support of the CFPB’s report and we have included it 
below. It captures our industry’s reaction to the study. 


WASHINGTON, Sept. 25, 2012 /PRNewswire-USNewswire/ — “We applaud 
the Consumer Financial Protection Bureau’s credit score report that was re- 
leased today. We think it puts an end to the debate over the value of edu- 
cational scores versus those scores lenders use,” said Stuart K. Pratt , presi- 
dent and CEO of the Consumer Data Industry Association. 

The CFPB study concluded that “correlations across the results of the scor- 
ing models were high.” As a result, it determined “that for a majority of 
consumers the scores produced by different scoring models provided similar 
information about the relative creditworthiness of the consumers. The study 
found that different scoring models would place consumers in the same 
credit-quality category 73-80 percent of the time.” 

“The study sheds new light on why consumers can trust the credit score 
disclosures they receive and the products in the commercial marketplace 
that help consumers build a deeper understanding of their credit scores and 
how they affect their financial decisions. Consumers want to be proactive 
in learning about their scores. Unfortunately, too many mixed messages 
have made them hesitant to access the data currently available that will 
help them better understand the scoring process. This study is good news 
for consumers who can now be confident that the disclosures and services 
they are getting today are helping to empower them to receive better prices 
tomorrow in the credit market,” stated Pratt. 

The study was built on the foundation of two key facts made clear in the 
Bureau’s 2011 report and reiterated again in this study: 

• “Given this complexity it is unlikely that a consumer will often be able to 
know the exact score that a particular lender will use to evaluate them.”[l] 

• “Lenders use credit scores produced by many different scoring models. ”[2] 

“The CFPB is right,” said Pratt, “no one score is used by all lenders. How- 
ever, the credit score is a valuable educational tool and can enable con- 
sumers to better understand their creditworthiness relative to other con- 
sumers.” As the CFPB’s report notes, the many credit score options in the 
marketplace today will help consumers answer these questions. CDIA rec- 
ommends that when consumers obtain their credit scores they should ask 
these important questions: 

1. What credit scoring model was used? 

2. What’s the scale? 

3. What does the score I received mean in terms of lending risk? 

4. What are the key factors affecting my credit score? 

5. How might my future financial decisions affect my credit score? 

CDIA’s members are global leaders in the development of credit score tech- 
nology. While the CFPB was not charged by Congress with studying every 
effective and reliable credit score in the marketplace, this report shows that 
all such scores designed using the same common principles will help edu- 
cate consumers with equal effectiveness. 

In support of the CFPB’s study, the CDIA will fund a new series of public 
service announcements focused on encouraging consumers to read the 
CFPB’s report, obtain their credit scores and also, in support of the Con- 
sumer Federation of America’s latest credit score poll, avail themselves of 
resources that are available to better understand what does and doesn’t af- 
fect a credit score. 


[l]July 19, 2011 CFPB Report, “The impact of differences between 
consumer- and creditor-purchased credit scores,” Pg. 18. 
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[2]July 19, 2011 CFPB Report, “The impact of differences between 
consumer- and creditor-purchased credit scores,” Pg. 1. 

SOURCE: Consumer Data Industry Association 


Conclusion 

I am grateful of this opportunity to testify and for your interest in our members. 
They are a vital and successful part of our U.S. economy. I am happy to answer 
any questions. 
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Testimony of Chi Chi Wu, National Consumer Law Center 
Before the Subcommittee on Financial Institutions and Consumer Protection 
of the U.S. Senate Committee on Banking, Housing and Urban Affairs 
regarding 

“Making Sense of Consumer Credit Reports” 

September 19, 2012 


INTRODUCTION 

Mr. Chairman, Ranking Member Corker, and Members of the Subcommittee, the 
National Consumer Law Center thanks you for inviting us to testify today regarding consumer 
credit reporting and the need for reform. We offer our testimony here on behalf of our low 
income clients.’ 

Mr. Chairman, for over a decade, consumer advocates have complained of a credit 
reporting system plagued with preventable errors, and a broken dispute system that utterly fails 
to conform to requirements of the Fair Credit Reporting Act (FCRA). These complaints have 
been confirmed by numerous courts, journalists, and now a report from the Consumer Financial 
Protection Bureau (CFPB). 

• Credit reports are plagued by inaccuracies, such as files mixing the identities of 
consumers; errors caused by debt collectors, creditors and other furnishers of 
information; and the fallout caused by identity theft. Whether the percentage of errors is 


‘ The National Consumer Law Center is a nonprofit organization specializing in consumer issues on behalf of low- 
income people. We work with thousands of legal services, government and private attorneys, as well as community 
groups and organizations, from all states who represent low-income and elderly individuals on consumer issues. As 
a result of our daily contact with these advocates, we have seen many examples of the damage wrought by 
inaccurate credit reporting from every part of the nation. It is from this vantage point - many years of observing the 
problems created by incorrect credit reporting in our communities - that we supply these comments. Fair Credit 
Reporting (7th ed. 20 1 0) is one of the eighteen practice treatises that NCLC publishes and annually supplements. 
This testimony was written by Chi Chi Wu and Persia Yu ofNCLC, with assistance from Carolyn Carter. 
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33% or 1%, it is too high, especially when the errors are easily preventable with 
straightforward measures. 

• The nationwide consumer reporting agencies (CRAs) - Equifax, Experian, and 
TransUnion -- are in gross violation of the FCRA’s requirements to conduct “reasonable” 
investigations when consumers dispute errors in their credit reports. Instead of hiring 
trained personnel to conduct real investigations, the nationwide CRAs have developed a 
perfunctory automated system that consists of nothing more than translating a consumer’s 
dispute into a two- or three-digit code, forwarding that code and a one-page electronic 
form to the furnisher, and parroting whatever the furnisher states in response. 

• The CFPB has the authority and ability to reform this system, and in the short time that it 
has existed, we have seen it take significant steps. However, there are measures that 
Congress can take to help consumers. A consumer should have the right to ask a court to 
order the nationwide CRAs and furnishers to correct an error when it appears in his or her 
own credit report. 

The problems described above don’t end with the credit reports issued by the nationwide 
CRAs. Reports issue by specialty consumer reporting agencies, such as background check 
CRAs and tenant screening CRAs, are even more rife with errors and present even worse 
problems. 

Finally, there are a number of other issues and problems with the credit reporting system 
that Congress should address: 

• Consumers lack critical information regarding credit scores. They do not have the right 
to obtain a copy of the credit score most commonly used by lenders (FICO), or other 
types of scores based on their credit or consumer reports, such as insurance credit scores, 
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tenant screening scores, or healthcare scores. They do not have the right to a free annual 
credit score. 

• Millions of Americans have their credit reports damaged by medical debt, even when the 
debt is the result of insurance disputes or billing errors by providers, or is ultimately 
settled or paid off. We strongly support S. 2149, the Medical Debt Responsibility Act, 
which would remove paid or settled medical debts from credit reports. This approach 
will tremendously benefit consumers, and indeed is probably the simplest and easiest 
“quick fix” out there to improve the credit records of an enormous number of consumers. 

• The use of traditional credit reports by employers is a growing practice that is harmful 
and unfair to American workers. Despite many good reasons to avoid engaging in this 
practice, sixty percent of employers do so today. We urge Congress to restrict the use of 
credit reports in employment to only those positions for which it is truly warranted, such 
as those requiring a national security clearance. 

• The Fair and Accurate Credit Transactions Act of 2003 (FACTA) inadvertently deprived 
consumers of a 30 year-old pre-existing right they had to enforce the FCRA requirement 
that users of credit reports disclose to consumers when an “adverse action” is taken, i.e., 
credit or insurance is denied or provided on less favorable terms, on the basis of an 
unfavorable credit report. Congress can easily fix this scrivener’s error and should do so, 
as it was never part of the legislative bargain struck by FACTA. 

I. EASILY PREVENTABLE INACCURACIES PLAGUE THE CREDIT REPORTING 
SYSTEM 

Credit reports play a critical role in the economic health and well-being of consumers and 
their families. A good credit history (and its corollary, a good credit score) enables consumers to 
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obtain credit, and to have that credit be fairly priced. Credit reports are also used by other 
important decisionmakers, such as insurers, landlords, utility providers, and unfortunately, as we 
discuss below, even employers. 

Thus, a consumer’s credit report can have a huge impact on a consumer’s life. A good 
credit report allows a consumer to own a home, buy a car, obtain insurance for both, get a fairly 
priced credit card, or perhaps secure an apartment. Conversely, a bad credit report will deny 
consumers those same things, or force them to pay thousands more for credit and insurance. It 
may even cost a consumer a vitally needed job. It is no exaggeration to say that a credit history 
can make or break a consumer’s finances. 

Despite the importance of accurate credit reports and the purpose of the FCRA to 
promote accuracy, systematic errors are unfortunately common in the credit reporting system. 
There are many types of errors in credit reports; we focus on a few of the most egregious. Most 
importantly, these errors are entirely preventable with some common-sense measures. 

A. Categories of Avoidable Inaccuracies 

1. Mixed Files 

One of the most intractable and damaging types of credit reporting errors are mixed or 
mismerged files. Mixed files occur when credit information relating to one consumer is placed 
in the file of another. Mismerging occurs most often when two or more consumers have similar 
names. Social Security numbers (SSNs), or other identifiers (for example, when information 
relating to John J. Jones is put in John G. Jones’ file). 

Mixed files are unfortunately not an uncommon problem. When the Columbus Dispatch 
conducted a year-long investigation of credit reporting errors that included a review of credit 
reporting complaints to the Federal Trade Commission (FTC) and state Attorneys General during 
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a 30 month period, the reporters found that about 6% of the 21,600 complaint to the FTC and 8% 
of 1842 complaints to state Attorneys General involved mixed files.^ An older study found that 
44% of credit reporting complaints to the FTC involved mixed flles.^ 

Mixed files occur largely because the nationwide CRAs do not use sufficiently rigorous 
criteria to match consumer data precisely, even when such unique identifiers as SSNs are 
present. Mostly importantly, they do not match information based on all nine (9) digits of the 
consumer’s SSN. Instead, they will match information based on seven of nine (7 of 9) digits of 
an SSN if the consumers’ names are also similar.'* 

Mixed files could be prevented by requiring the nationwide CRAs to use stricter 
matching criteria when placing information into a consumer’s credit report, most critically an 
exact match of SSNs. However, the nationwide CRAs have chosen to be excessively and 
unreasonably over-inclusive because, as the FTC once noted: “lenders may prefer to see all 
potentially derogatory information about a potential borrower, even if it cannot all be matched to 
the borrower with certainty. This preference could give the credit bureaus an incentive to design 
algorithms that are tolerant of mixed files.’’^ 

The nationwide CRAs have been aware of mixed file errors for decades.® In the early to 
mid-1990s, the FTC reached consent orders with the nationwide CRAs requiring them to 


^ Michael Wagner and Jill Reipenhoff, Credit Scars: Mixed and Marred, Columbus Dispatch, May 7, 2012. 

^ U.S. Public Interest Research Group, Credit Bureaus: Public Enemy #1 at the FTC, October 1993. In this sample, 
U.S. PIRG analyzed 140 complaints to the FTC. 

^ See, e.g., Reeves v. Equifax Info. Serv,, 2010 WL 2036661 (S.D. Miss. May 20, 2010) (mixed file case involving 
similar names, different addresses but same state, and match of seven of nine SSN digits); Apodaca v. Discover Fin. 
Servs., 417 F. Supp. 2d 1220 (D.N.M, 2006)(describing how Equifax uses partial matching logic, including only 
seven of nine SNN digits, to build files). 

^ Federal Trade Commission, Report to Congress Under Sections 318 and 319 of the fair and Accurate Credit 
Transactions Act of 2003, at 47 (Dec. 2004). 

For an example of a mixed file case dating from the late 1970s, see Thompson v. San Antonio Retail Merchants 
Ass’n, 682 F.2d 509 (5th Cir, 1982). 
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improve their procedures to prevent mixed files.’ However, nearly two decades later, mixed files 
remain a significant problem. 

2. Identity Theft 

Identity theft is often called the “fastest growing crime” in this country, with an estimated 
eleven million consumers victimized by some form of the crime every year.* Identity theft itself 
presents a serious source of inaccuracies in the credit reporting system. The identity thief, 
however, is not the only culprit. The nationwide CRAs and furnishers bear a share of the blame 
as well. 

The nationwide CRAs’ loose matching procedures, discussed above, contribute to 
identity theft problems. For example, if a thief has only adopted the victim’s first name and SSN 
but not his or her last name or address, the algorithm used by nationwide CRAs to “merge” 
information often will incorporate the thiefis information into the victim’s file at the time the 
bureau compiles the report. Once the fraudulent debt is reported, often after default and non- 
payment, and especially when collectors begin attempting skip trace searches, the account ends 
up merged into the victim’s file even though many of the identifiers do not match. Accordingly, 
the “identity theft” can be characterized as a special type of mixed file problem. 

5. Furnisher errors 

Furnishers can often be the source of errors in credit reports. A furnisher might report the 
consumer’s account with an incorrect payment history, current payment status, or balance. The 
error might be due to a misapplied payment or data entry error. Sometimes these errors occur 


’ FTC V. TRW, Inc., 784 F, Supp, 361 (N.D, Tex. 1991), amended by (N.D. Tex. Jan. 14, 1993); In the Matter of 
Equifax Credit Information Services, Inc., 61 Fed. Reg. 1 5484 (Apr. 8, 1996) (consent order). 

* Javelin Strategy & Research, 2010 Identity Fraud Survey Report: Consumer Version 5 (2010) . 
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because the creditor has not complied with industry reporting standards, such as the Metro 2 
reporting format. 

A particularly difficult type of error involves furnishers who have attributed a credit 
account to a consumer who does not owe the debt, often called an “ownership dispute.” This 
type of dispute often involves a spouse or other authorized user who is not contractually liable 
for a debt. Other times, the consumer may have been the victim of identity theft. These 
“ownership” disputes are among the most common, constituting 33% of the disputes to 
nationwide CRAs.’ 

Another type of common error is the failure to mark accounts as disputed when the 
consumer has a legitimate bona fide dispute with the furnisher. Marking an account as disputed 
is required both under the FCRA as well as numerous federal consumer protection laws, such as 
the Fair Credit Billing Act, the Fair Debt Collection Practices Act and the Real Estate Settlement 
Procedures Act. 

One of the CFPB’s first enforcement actions (conducted jointly with the FDIC) involved 
allegations that American Express failed to report disputes about credit accounts to the 
nationwide CRAs, in violation of Section 623(a) of the FCRA, 15 U.S.C. § I681s-2(a).'° In 
addition, the CFPB’s report on its supervision activities for the Fall of 2012 noted significant 


^ Consumer Financial Protection Bureau, Key Dimensions and Processes in the U.S. Credit Reporting System: A 
review of how the nation’s largest credit bureaus manage consumer data, December 2012, at 31, available at 
http://www.consumerfmance.gov/reports/key-dimensions-and-processes-in-the-u-s-credit-reporting-syslem. 

CFPB/FDIC Consent Order with American Express subsidiaries {In Re: American Express Centurion Bank, File 
No. 2012-CFPB~0002; In Re: American Express Bank, FSB, File No. 2012-CFPB-0003; and In Re: American 
Express Travel Related Services Co. Inc., File No. 2012-CFPB-0004, all issued Oct. 1, 2012) available at 
http;//www.consumerflnan ce.gov/pressreleases/cipb-orders-american-express-to-pay-85-million-reftjnd-to- 
consumers-harmed-by-illegal-credit-card-practices/. 
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FCRA violations, including the failure of financial institutions to report disputes to the 
nationwide CRAs, and the inability to determine whether disputes had been fully investigated." 

Debt collectors and debt buyers present their own special types of credit reporting errors. 
These include errors created by the fact that debt buyers and collectors often obtain nothing more 
than a list of names and SSNs of alleged debtors. Typically, the debt buyer or debt collector 
does not get any of the critical supporting documentation to establish that the consumer actually 
owes the debt, it is the correct amount, whether there are any disputes, or even if the collector is 
dunning the correct consumer. Another problem is the “re-aging” of old accounts so that they 
stay on the credit report past the FCRA’s seven year limit.’^ 

A report issued by the CFPB just last week indicates that a disproportionate number of 
credit reporting errors involve debt collectors. This December 2012 CFPB Report finds that debt 
collectors generate 40% of disputes to the nationwide CRAs, despite providing only 13% of the 
account tradeline information in credit reports.'^ 

B. Accuracy Statistics 

Given the types of problems described above, one would rightfully conclude that errors 
are unfortunately all-too-common in the credit reporting system. Indeed, study after study has 
documented significant error rates in credit reports. 


' ' Consumer Financial Protection Bureau, Supervisory Highlights: Fall 2012, at 1 2, available al 
http://files.consumerfinance.gov/f'20 12 1 0_cfpb_supervisoty-highlights-fall-20 1 2.pdf 
Chi Chi Wu, National Consumer Law Center, Automated Injustice: Haw a Mechanized Dispute System Frustrates 
Consumers Seeking to Fix Errors in Their Credit Reports (Ian. 2009), at 11-12, available at 
www.nclc.org/issues/credit_reporting/content/automated_injustice.pdf. 

Consumer Financial Protection Bureau, Key Dimensions and Processes in the i/.S. Credit Reporting System: A 
review of how the nation ‘s largest credit bureaus manage consumer data, December 20 1 2, at 1 4, 29, available at 
http://www.consumerfmance.gov/reports/key-dimensions-and-processes-in-the-u-s-credit-reporting-system. 
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For instance, a 2010 on-line survey by the Columbus Dispatch reported that one-third of 
respondents said they had found errors on their credit reports.'”' A similar on-line survey by 
Zogby Interactive found that 37% of consumers who ordered their eredit reports diseovered an 
error, and 50% of those were not easily able to correct the error.'’ A study by the Consumer 
Federation of America and National Credit Reporting Assoeiation doeumented numerous serious 
errors in eredit reports.'’ Studies from U.S PIRG and Consumers Union have found errors in 
25% of credit reports serious enough to eause a denial of credit.'^ 

The FTC is eurrently undertaking a eomprehensive study of errors in credit reports, using 
expert consultants to help study participants order and review their eredit reports. The results of 
this study should be available soon. In the second pilot phase of the study, 15 of the 128 
partieipants (or 12%) found material errors in their credit reports.'* Only 12 of the 15 filed 
disputes with the assistanee of the researchers; of these, 7 resulted in ehanges to the eredit report, 
3 resulted in partial ehanges, and 2 cases resulted in no changes. Thus, at least 7 out of 128 
partieipants (or 5.5%) had material errors that were confirmed due to a change upon dispute. 

The credit reporting industry has attempted to rebut charges of systemic inaccuracies, 
commissioning a study by the Policy and Economic Research Council (PERC) claiming that 
fewer than 1 % of credit reports are inaccurate.'’ However, further analysis of the PERC study 


Jill Reipenhoff and Michael Wagner, Credit Scars, Columbus Dispatch, May 5, 2012. 

Zogby Interactive, Most Americans Fear Identity Theft, Zogby’s American Consumer, April 2007, at 3. 

Consumer Federation of America and National Credit Reporting Association, Credit Score Accuracy and 
Implications for Consumers, December 17, 2002. available at 

www.consumerfed.org/pdfs/l 21 702CFA_NCRA_Cfedit_Score_Report_Final.pdf [‘'(CFA-NCRA study”]. 

" Nat’l Ass’n of State PIRGs, Mistakes Do Happen: A Look at Errors in Consumer Credit Reports, at 1 1 (2004); 
Consumers Union, What Are They Saying About Me? The Results of a Review of 161 Credit Reports from the Three 
Major Credit Bureaus (Apr. 29, 1991). 

Federal Trade Comm’n, Report to Congress Under Section 319 of the Fair and Accurate Credit Transactions Act 
O/2003, at 2 (Dec. 2005). 

” Michael Turner et al., Policy and Economic Research Council, U.S. Consumer Credit Reports: Measuring 
Accuracy and Dispute Impacts, May 2011. This study was funded by the Consumer Data Industry Association, 
which provided both monetary support as well as assistance with the study implementation, along with the 
nationwide CRAs. 
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shows that an initial rate of alleged errors was actually closer to 20%, but this percentage was 
whittled down by excluding categories of established errors, discounting errors if the participant 
did not make a dispute, and excluding errors that did not change the participant’s credit score by 
more than 25 points. In particular: 

• One-third of the alleged errors were excluded from consideration as immaterial because 
the consumer did not file a dispute. Yet previous FTC research has noted how difficult 
some consumers find it to file a dispute.^" This is the reason why the FTC provided 
consumers with the assistance of consultants in its study. 

• Another one-third of errors involving consumers’ identifying information - such as name, 
address, employer, or date of birth - were excluded as immaterial. While some errors of 
this type may be minor, other errors in identifying information can be an indication of 
mixed files, as discussed above in Section I.A. I . In 2004, the FTC estimated that about 
4% of inquiries match to more than one file, thus indicating potential mixed files.^' 

Errors in identifying information are especially critical because the copy of the credit 
report that a consumer receives may be different from the version that creditors and other 
users receive. As the National Credit Reporting Association noted regarding the PERC 
study consumers typically receive a sanitized version of their reports, in which all data 


Federal Trade Comm’n, Report to Congress Under Section 319 of the fair and Accurate Credit Transactions 
Act of 2003, Appendix at 17 (Dec. 2006). As the researchers in the first FTC pilot study noted, “[w]e expected that 
participants would be motivated to have any errors in their credit reports corrected promptly. This did not generally 
occur.” An example of this from the FTC pilot was a consumer with a material error who explained that she did not 
file a dispute because “she was a single mother with twins and could not muster the time to ftie a dispute.” 

Federal Trade Commission, Report to Congress Under Sections 318 and 319 of the Fair and Accurate Credit 
Transactions Act of 2003, at 58 (Dec. 2004). 

The NCRA stated: “Consumer disclosures require strict data inputs and have tighter matching criteria that are 
known to filter out some of the most common errors, credit files that have data mixed between more than one 
individual.” Terry Clemans, Executive Direcotr, National Credit Reporting Association, Position on the Dodd- 
Frank Wall Street Reform Proposed Qualified Residential Mortgage Requirements, Aug. 1, 201 1, at 15. The NCRA 
also noted that: 
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have been properly matehed using their full name, all nine digits of the SSN, and full 
addresses. In eontrast, a user may receive a version based on the partial match criteria 
discussed above in Section I.A.l. The reports employed by PERC therefore potentially 
exclude an entire category of mixed files. 

• Any error that did not result in a correction with a score increase of 25 points was 
excluded as immaterial, even if the item was negative, and thus was not counted in the 
1% error rate. Yet 87% of the tradelines in which there were alleged errors were 
modified or deleted, and 40% resulted in some increase in the participant’s credit score. 
Thus, the error rate could just as well be characterized as 16.7% (87% of 19.2%) or 7.7% 
(40% of 19.2%). Second, some particularly negative items by themselves {e.g., an 
erroneous collection account) could cause a denial regardless of the score. 

Most importantly, a 1% error rate is still too high because it means 2 million consumers 
harmed by inaccurate reporting. If we take PERC’s 1% error rate at face value, that figure 
translates into 2 million consumers, given the 200 million credit histories in the databases of each 
of the nationwide CRAs. Thus, even by PERC’s analysis, 2 million consumers are harmed by 
inaccurate reporting. This is simply unacceptable. Would we accept it if 1% of all airplanes 
fell out of the sky? Would we accept it if 1% of all automobiles had defects that caused horrible 
accidents? This is especially egregious when errors could be prevented with straightforward 
measures. 

Finally, note that a 1% figure was a snapshot in time. The chances of a consumer being 
impacted by a credit reporting error are much greater over the consumer’s lifetime. For 

While the study is impressive for its professional design and depth of research, the findings Just do not 
match the real world experiences of the average American consumer. Based on the aforesaid issues and 
considering the methodology of the previous study funded by the national credit bureaus, (the 1992 
ACB/AA study) it looks very likely that the methodology behind this study has been carefully crafted to 
obtain the unrealistically low error rate it claims. 
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instance, consider that about 121.7 per 100,000 women (or 1.2%) in the United States have 
breast cancer at any time.^^ But as many women know, the “lifetime risk” of getting breast 
cancer is much higher at 12.4%.^"' 

C. Fixing the System: The Role of the CFPB. the Nationwide CRAs and Empowered 
Consumers 

1. The role of the CFPB 

The CFPB has the authority and ability to reform the credit reporting system, and we 
have high hopes that it will do so. The Dodd-Frank Act gave the CFPB significant authority to 
regulate the nationwide CRAs, in a way that the FTC never had. The CFPB can write 
regulations to implement almost all of the provisions of the FCRA, including the provisions 
regarding accuracy and the dispute process, while the FTC only had rulewriting authority over 
specific provisions. 15 U.S.C. § 1681s(e). The CFPB can take enforcement action against the 
major players in credit reporting. 

Most importantly, the CFPB has supervision authority over the “larger participants” of 
the credit reporting industry, including the nationwide CRAs. 12 U.S.C. § 5514(a)(1)(B). The 
CFPB began supervising the nationwide CRAs in September 2012, and we hope that it will be 
able to move them toward reforming these problems. 

The CFPB also has supervision authority over the largest furnishers of information, such 
as banks with over $10 billion in assets. CFPB began supervision over some of these institutions 
earlier, and we have already seen results, as discussed above in Section l.A.3. 


“ Centers for Disease Control and Prevention, Cancer Among Women, May 2, 2012, at 
www.cdc.gov/cancer/dcpc/data/women.htm. 

National Cancer Institute, Breast Cancer Risk Among American Women, Sept. 24, 2012, at 
www.cancer.gov/cancertopics/factsheet/detection/probability-breast-cancer. 
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We commend the CFPB for taking these enforcement actions. We also appreciate that 
the FTC has been more active in taking enforcement actions against furnishers such as debt 
collectors, as well as specialty CRAs, discussed below in Section III. 

However, these enforcement actions raise the troubling issue that these flagrant violations 
of the FCRA have been prevalent for years, with no sanction by prior regulators and no recourse 
for consumers. Why were major lenders such as American Express, which should be well versed 
in the law and have ample resources to ensure compliance, in such blatant violation of the FCRA 
and other federal consumer protection laws? The CRAs are culpable in this as well. Why did 
the nationwide CRAs not detect these problems and prompt these furnishers to improve their 
systems? 

2. The culpability of the nationwide CRAs 

Obviously, the nationwide CRAs have the critical role in fixing errors caused by their 
own procedures, such as mixed files. However, they also bear some responsibility for furnisher 
errors, which are aided and abetted by the failures of the nationwide CRAS to exercise adequate 
oversight. 

The nationwide CRAs unquestioningly rely on furnishers and provide little oversight of 
the quality of the information being reported. Any error sent by the furnisher in its computer file 
automatically appears in the consumer’s credit report, sometimes even when the information 
patently contradicts information appearing in other parts of the credit report. The classic 
example is reporting a consumer as “deceased” when active tradelines are being reported by 
other furnishers, clearly indicating that the consumer is still alive.^* And as the CFPB’s 


See, e.g., Perez v. Trans Union, L.L.C., 526 F. Supp. 2d 504, 509, 510 (E.D. Pa. 2007) (question offset for jury as 
to whether CRA should have detected inaccuracy in reporting consumer as deceased even though payments were 
reported as being made to his current accounts). 
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December 2012 Report noted, the nationwide CRAs “do not conduct independent checks or 
audits to determine if the data is accurate,...”^® This unquestioning acceptance and re- 
publication of furnisher information invites abuse. 

Must of the problem lies in the mindset of the nationwide CRAs, which claim they are 
only the database, or the “library” for the information of the furnishers, and thus have no 
responsibility for its accuracy.^’ But that is not what the FCRA requires. The FCRA imposes 
“grave responsibilities” on consumer reporting agencies to promote accuracy, and to act with 
“fairness, impartiality, and a respect for the consumer’s right to privacy.” 15 U.S.C. § 1681. 

The FCRA requires them to have and follow “reasonable procedures to ensure maximum 
possible accuracy.” 15 U.S.C. § 1681e(b). 

In other words, the CRAs are not supposed to be bystanders. They are supposed to 
actively take steps to promote accuracy. They are supposed to be engaged, aggressive, and 
proactive in rooting out errors. Reasonable procedures for ensuring maximum possible accuracy 
surely does not include standing by and doing nothing while creditors and debt collectors 
blatantly violate the law. 

The culpability of the nationwide CRAs is especially true when it comes to debt 
collectors and debt buyers. Despite being aware of these errors, the nationwide CRAs refuse to 
take meaningful action to exclude bad actors who provide bad data. For example, in our 2007 


^ Consumer Financial Protection Bureau, Key Dimensions and Processes in the U.S. Credit Reporting System: A 
review of how the nation 's largest credit bureaus manage consumer data, December 20 1 2, at 1 9, available at 
http://www.consumerfinance.gov/reports/key-dimensions-and-processes-in-the-u-s-credit-reporting-system. 

See, e.g.. Credit Reports: Consumers' Ability to Dispute and Change Inaccurate Information: Hearing before the 
House Committee on Financial Services, 1 10th Congr. 46 (2007Koral testimony of Stuart Pratt, President and CEO, 
Consumer Data Industry Association)(“But to put the CRAs in a position of being a small claims court, 
to try to adjudicate and be the oracle of truth is the wrong place for it to be. The lender will know the decision.”). 
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testimony,^* we cited the example of the debt buyer Asset Acceptance, which had been allegedly 
excluded for re-aging obsolete account information, but then reinstated as a furnisher by the 
nationwide CRAs. 

Despite the information provided in the 2007 hearing, the nationwide CRAs continued to 
accept Asset Acceptance’s data - even though in July 2011, one of the nationwide CRAs 
(TransUnion) sued it for providing inaccurate information that led to TransUnion being named as 
a defendant in an FCRA lawsuit.^^ And just this year, the Federal Trade Commission took 
enforcement action against Asset Acceptance in part over its failure to properly investigate 
consumer disputes and reporting of information it had reason to suspect was inaccurate?® 

Yet there is no indication that any of the nationwide CRAs have excluded Asset 
Acceptance as a furnisher. In fact, the company’s Annual Report filed March 2012 states “We 
furnish information concerning our accounts to the three major credit reporting agencies,...’’?' 
Asset Acceptance is only one out of many debt buyers and collectors that continually provide 
inaccurate information to the nationwide CRAs. For another example, see the Brim v. Midland 
case discussed below in Section 11(0). 

Unfortunately, there are very logical reasons, and tremendous incentives for the 
nationwide CRAs NOT to exclude bad actors or require stricter measures to reduce furnisher 
errors. The credit reporting industry is unlike most other American industries in a fundamental 
respect. The paying clients of the credit reporting industry are not consumers, but the very 


See, e.g.. Credit Reports: Consumers’ Ability to Dispute and Change Inaccurate Information: Hearing before the 
House Committee on Financial Services, 1 10th Congr. 46 (2007)(statement of Chi Chi Wu, Staff Attorney, National 
Consumer Law Center). 

Complaint, Trans Union LLC v. Asset Acceptance, LLC, (111. Cir. Ct. Cook Cty July 12, 2011). 

Complaint, United States v. Asset Acceptance, LLC, Case No. 8:12-cv-182-T-27 (M.D. Fla. Jan 30, 2012). 

Asset Acceptance Capita! Corp., 2011 Form 10-K; Annual Report Pursuant to Section 13 or 15(d) of the 
Securities Exchange Act of 1934, March 29, 2012, at 1 1. 
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creditors and debt collectors that the CRAs should be - but are not - screening the data of, 
auditing, and overseeing. 

Moreover, consumers have no say in whether their information is included in the 
nationwide CRAs’ databases. Most Americans cannot avoid having a credit history. Unless they 
are very wealthy, consumers will need to borrow money if they want to buy a house or attend 
college. Thus, unlike almost all other business relationships, consumers who are unhappy with 
the actions of a CRA cannot vote with their feet - they cannot remove the information or take 
their business elsewhere. 

On the other hand, debt collectors and creditors do have the ability to switch between 
CRAs if they wish. And vigorous oversight by the nationwide CRAs, or tougher requirements 
for accuracy, are likely to drive furnishers away. The biggest impact of excluding a furnisher 
like Asset Acceptance is to cost the nationwide CRAs a paying customer; the nationwide CRAs 
don’t profit and indeed lose money from making sure consumers are treated fairly. Furthermore, 
furnishers want all negative information that might possibly relate to the consumer, even if the 
information is of uncertain accuracy - it costs creditors more if negative information is 
unreported than if it is falsely reported. Thus, the nationwide CRAs have incentives to develop 
systems that are overly inclusive of negative information. 

In short, traditional competitive market forces provide little incentive for CRAs to incur 
the costs to institute new procedures that ensure information is accurate or to undertake 
investigations to correct errors, since these activities primarily benefit consumers. Up until the 
creation of the CFPB, the major force doing so were consumers themselves who were willing to 
go to court to enforce their rights under the FCRA. 
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3. The vital importance of private rights and empowered consumers: the need for 
consumer remedies 

In 1970, Congress recognized that no one has a bigger stake in the accuracy of a credit 
report than the consumer whose name is on it. By establishing the right of consumers to seek 
private redress under sections 168 In and 1681o, Congress assigned the primary enforcement role 
to those with the greatest interest in accomplishing such a task - the individuals whose peace of 
mind and material wellbeing are directly impaired by inaccurate credit reports. In the 1970 
legislation, there were no exceptions to this private enforcement scheme. 

And for over 40 years, private litigants have provided the most significant enforcement 
of the FCRA. A Westlaw search for reported Fair Credit Reporting Act cases citing either 
section 1681n or 1681o yields over 1,500 cases. In contrast, there was been much less 
enforcement by federal regulators. At best, the FTC was only able to bring several dozen FCRA 
cases, and most of them did not involve the accuracy of the nationwide CRAs. Prior to the 
CFPB, not one single banking regulator had publicly disclosed an FCRA enforcement action 
against a bank furnisher. 

New rights were added to the FCRA in 1996 and 2003 to protect consumers, but in 
compromises with the credit industry, consumers were prohibited from seeking relief in court to 
enforce some of these rights. Most notably, many of the responsibilities placed on furnishers are 
only enforceable by government agencies. This includes a prohibition on reporting information 
that the furnisher knows or has reason to believe is inaccurate, and the requirement that 
furnishers handle credit reporting disputes sent directly to them. See 15 U.S.C. § 1681s-2(d). 

Thus, a consumer who has been the victim of inaccurate information in his or her credit 
report simply has no resource against the furnisher, even if the furnisher deliberately and 
maliciously provided the wrong information. She has no resource if she files a dispute directly 


17 



57 


with the furnisher, and the furnisher ignores her. Furthermore, a part of the compromise to 
impose obligations on furnishers, the FCRA preempts state laws governing them, even in some 
cases venerable common law doctrines such as defamation and slander. See 1 5 U.S.C. §§ 
1681h(e), 1681t(b)(F). 

At least one court has expressed extreme frustration with this statutory scheme: 

But the FCRA’s substance is even more troubling than its complex form. The statute 
includes numerous provisions that limit consumers’ ability to enforce its mandates either 
by explicitly barring private actions or by imposing such burdensome procedural 
requirements that no layperson could possibly be expected to comply. 

The court in this case, Burrell v, DFS Services, LLC^^ went on to note: 

In a particularly frustrating twist, another provision of the FCRA requires several federal 
entities to promulgate regulations governing when and how a consumer may submit a 
dispute directly to a creditor, 15 U.S.C. § 1681s-2(a)(8)(A), but that provision falls under 
the section of the FCRA that prohibits private enforcement. See 15 U.S.C. § 1681(d). As 
if that were not enough, the FCRA actually takes away any alternative means that 
consumers could previously have used to enforce their rights by expressly preempting 
virtually all state law causes of action related to credit reporting. 15 U.S.C. § 1681 
t(b)(l)(F); 15 U.S.C. §§ 1681 h(e). 

* * * * 

Those requirements have the practical effect of insulating creditors, such as Defendants, 
from liability even in cases where they fail to take basic measures to protect their 
customers. Instead, the FCRA places the burden of ensuring the efficient functioning of 
the credit reporting system on the consumers themselves — laypeople who are, in most 
“ 753 F. Supp.2d 428, 444 (D.N.J. 2010). 
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cases, in no position to cany out that task by jumping over the technical hurdles created 
by the statute. Such a scheme is troubling, to say the least. 

We submit that Congress should, and must act, to rectify this troubling situation. We 
urge Congress to provide consumers with the right, currently sorely lacking under the FCRA, to 
ask a judge to tell a furnisher or a CRA: “fix that report.” 

With one minor exception, the FCRA does not provide for declaratory or injunctive relief 
in actions by private parties. The vast majority of courts have held that courts do not have the 
power to issue an injunction under the FCRA. The FCRA is an anomaly in this respect, as the 
Supreme Court decision in Califano v. Yamasaki^’ provides the basis for injunctive relief for 
most other laws. 

Providing courts with explicit authority to issue injunctive relief would further the 
purpose of the FCRA to “assure maximum possible accuracy.” 

II. THE FCRA-MANDATED CREDIT REPORTING DISPUTE SYSTEM IS A 
TRAVESTY OF JUSTICE 

A. A Long-Documented Flistorv of Blatant Violation 

As we have documented repeatedly, the FCRA dispute system developed by the credit 

reporting industry is a travesty of justice. The FCRA requires both CRAs and furnishers to 

conduct “reasonable” investigations when a consumer disputes an item in his or her credit report 

as inaccurate or incomplete. However, the system created by the nationwide CRAs to handle 

disputes is anything but reasonable. Instead, it is a perfunctory, automated process that consists 

of nothing more than translating consumer disputes into a two- or three-digit code, forwarding 


442 U.S. 682, 99 S. Ct. 2545, 61 L. Ed. 2d 176 (1979). 
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that code and a one-page electronic form to the furnisher, and parroting whatever the furnisher 
states in response.^’’ 

In this highly automated, computer-driven process, a consumer’s dispute is 
communicated using a Consumer Dispute Verification form (CDV). An automated version of 
the form, communicated entirely electronically, is known as Automated Consumer Dispute 
Verification (ACDV). Furthermore, all three nationwide CRAs collaborated through the 
Consumer Data Industry Association to create an automated on-line reinvestigation processing 
system called “e-OSCAR.” 

This automated system is heavily dependent upon standardized dispute codes used to 
communicate the nature of the dispute. Approximately 44% of consumer disputes are written.^^ 
These written disputes often consist of a detailed letter with supporting documentation, 
painstakingly written by concerned and even desperate consumers. All of these documents, 
including a consumer’s careful description of a specific dispute, are reduced to a two or three 
digit code that the employee of the CRA’s offshore vendor^* who glances at the material believes 
best describes the dispute. The code is sent to the furnisher and is often communicated alone, 
without supporting documentation provided by the consumer - documents such as account 
applications, billing statements, letters, payoff statements and even court judgments that can 
show overwhelming and even conclusive proof 

The overly automated and perfunctory nature of the process, and the obstacles it creates 
for consumers, has been noted repeatedly by consumer groups, as well as courts, regulators, and 


” Chi Chi Wu, National Consumer Law Center, Automated Injustice: How a Mechanized Dispute System Frustrates 
Consumers Seeking to Fix Errors in Their Credit Reports (Jan. 2009), available at 
www.nclc.org/issues/credit_reporting/contentlautotnated_injustice.pdf 
Consumer Financial Protection Bureau, Key Dimensions and Processes in the US. Credit Reporting System: A 
review of haw the nation’s largest credit bureaus manage consumer data, December 2012, at 27, available at 
http;//www.consuinerfinance.gov/reports/key-dimensions-and-processes-in-the-u-s-credit-repor1ing-system. 

“ Usually located in India, the Philippines, Chile, or Costa Rica. 
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journalists. Consumer advocates raised criticism of this system during the debates leading up to 
the FACTA amendments of 2003. A 2006 study mandated by FACTA and conducted by the 
FTC and Federal Reserve Board confirmed the automated and perfunctory nature of the dispute 
system.^’ In a 2007 hearing before the Flouse Financial Services Committee, several consumer 
advocates provided more evidence, such as materials obtained in discovery and deposition 
testimony, and greater details about the Kafka-esque nature of the system.^* 

In 2009, the National Consumer Law Center issued an in-depth report about the details, 
nature, and abuses of the credit reporting dispute system in a report called Automated Injustice: 
How a Mechanized Dispute System Frustrates Consumers Seeking to Fix Errors in Their Credit 
Report. This report included many real-life cases, deposition testimony and other extensive cites 
documenting the extent of how the system prevents consumers from fixing errors and deprived 
them of their rights under the FCRA. We wish to submit this report (also found at 
www.nclc.org/issues/credit reporting/content/automated iniustice.pdf) for the record. 

Unfortunately, the abuses in the credit reporting dispute system have persisted despite 
this extensive history of criticism and calls for reform. Just this year, the Columbus Dispatch 
issued a series of articles with a similarly in-depth expose of the dysfunctional credit reporting 
dispute system, proving that the abuses continue despite decades of complaints.^’ 

The latest report to document the problems with the credit reporting dispute system was 
issued just last week by the CFPB. The CFPB’s report confirmed the automated nature and 
hands-off approach of the nationwide CRAs, and documented that in 85 percent of cases, the 

” Federal Trade Commission and Federal Reserve Board, Report to Congress on the Fair Credit Reporting Act 
Dispute Process (Aug. 2006), at 12, available at 

www.ftc.gOv/os/comments/fcradispute/P044S08fcradisputeprocessreporttocongress.pdf 

Credit Reports: Consumers' Ability to Dispute and Change Inaccurate Information: Hearing before the House 
Committee on Financial Services, 1 10th Congr. (2007). 

” Jill Reipenhoff and Michael Wagner, Credit Scars Series, Columbus Dispatch, May 7-14, 2012, available at 
http;//www.dispatch.com/content/topic/special-reports/2012/credit-scores.html. 
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CRA does no more than pass along the dispute to the furnisher. Most notably, CFPB Director 
Cordray noted that, as consumer advocates have long alleged, “the documentation consumers 
mail in to support their cases may not be getting passed on to the data furnishers for them to 
properly investigate and report back to the credit reporting company.”'’® 

We believe this failure to pass along documentation submitted by the consumer 
deliberately violates the FCRA’s requirement that a CRA include “all relevant information” 
about the dispute that the CRA received from the consumer, 1 5 U.S.C. § 1 68 1 i(2). And if all 
relevant communication is not forwarded, the furnisher cannot comply with the FCRA’s 
requirement to “review all relevant information” provided by the CRA, 15 U.S.C. § 1681s- 
2(b)(1)(B). 

B. The Nationwide CRAs’ Bias against Consumers Violates the FCRA 

Another fundamental problem with the credit reporting dispute process is the utter and 
complete bias against consumers by the nationwide CRAs. After a furnisher responds to an 
FCRA dispute, the nationwide CRAs’ main response is to parrot whatever the furnisher says. 
The CRAs will accept the results of the furnisher’s “investigation” even when a simple check 
would reveal inconsistent information. In other words, the nationwide CRAs’ policies are that 
what the furnisher says is gospel, and even when that furnisher is a bad actor with a history of 
violations, such as a debt buyer. We believe this absolute bias in favor of the furnisher in 
dispute investigation violates the FCRA. 

In fact, a number of courts have chastised the nationwide CRAs for this parroting, and 
their general failure to do no more than send an ACDV to the furnisher and accept its response. 


Prepared Remarks by Richard Cordray, Director of the Consumer Financial Protection Bureau, Credit Repotting 
White Paper Press Call, December 13, 2012 . 
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Recent cases include Dixon-Rollim v. Experian Info. Solutions*^ in which the Federal District 
Court for the Eastern District of Pennsylvania noted; 

Significantly, the Third Circuit had already warned Trans Union that its reinvestigation 
procedures were deficient. The Cushman decision clearly instructs consumer reporting 
agencies that they must go beyond the original source in certain circumstances. Trans 
Union’s attempt to avoid that instruction by citing another circuit’s decision that is not on 
point is unavailing. Indeed, its argument suggests that it had no intention of correcting its 
reinvestigation procedures. It cannot avoid its obligations by creating an illusory 
exception. Thus, there is ample evidence to support a legal and factual determination that 
Trans Union’s procedures are objeetively unreasonable. 

The Distriet Court characterized Trans Union’s behavior as reprehensible, stating 
“because Trans Union has been warned of its inadequate reinvestigation practices in prior cases, 
it may be considered a repeat FCRA offender.”^^ 

In Saindon v. Equifax Information Services,''^ the Northern District of California noted in 
2009 that: 

...the monitoring and reinvestigation procedures could be seen as quite limited. The 
procedures could be seen by a jury as merely basic automated checks that catch missing 
data fields on submitted forms, which do not go to the heart of whether a souree of 
information is trustworthy. For example, when a consumer files a complaint contesting 
the accuracy of an item on his or her credit report, the sole aetion taken by Equifax is to 
contact the source of the information to verify if it is accurate. If the source says that it is, 
the inquiry ends (Rittelmeyer Deck 1 8.). This does virtually nothing to determine the 


” 753 F. Supp.2d 452, 464 (E.D. Pa. Sept. 23, 2010) 
* Id. at 465. 

"608 F. Supp. 2d 1212, 1217 (N.D. Cal. 2009). 
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actual credibility of the source— which is what plaintiff asserts is lacking— or so a jury 
could reasonabl[y] conclude. 

Another judge in this same district noted in 2010 that Equifax’s history of deferring to 
furnishers rather than performing independent investigations, along with consent agreements 
with FTC and state Attorneys General, provided sufficient evidence for jury to find that the CRA 
ran unjustifiably high risk of violating the FCRA.'’'' 

The nationwide CRAs’ bias in favor of furnishers - their unquestioning acceptance of the 
furnisher’s response despite being presented with evidence and documentation by the consumer 
- violates the FCRA’s protection for consumers. The FCRA places the burden of proof in a 
dispute investigation on the furnisher, not the consumer, as the Act provides that if disputed 
information is inaccurate or cannot be verified, it should be deleted. See 15 U.S.C. § 
1681i(a)(5)(A). Thus, if a consumer provides evidence and documentation that she is correct, 
and the furnisher responds without such evidence, the disputed information is “unverifiable” by 
nature, and should be.deleted. Yet the nationwide CRAs not only illegally place the burden of 
proof on the consumer, they go further by always siding with the furnisher and automatically 
accepting the furnisher’s position - even when, in 40% of the cases, the furnisher is a debt 
collector or debt buyer. This is not only wrong, it is illegal under the FCRA. 

C Furnishers Also Engage in Perfunctory “Investigations.” with Encouragement from the 
Nationwide CRAs 

For their part, furnishers often also conduct non-substantive and perfunctory 
“investigations.” These procedures consist of nothing more than verifying the challenged data 

" Drew V. Equifax Info. Serv., 2010 WL 5022466 (N.D. Cal. Dec. 3, 2010). See also Gorman v. Experian Info. 
Solutions, Inc., 2008 WL 4934047, at *6 (S.D.N.Y. Nov. 19, 2008)(“Given the standard articulated in Cushman and 
Experian’s claimed sole reliance on the information it received from HSBC, a jury could conclude that Experian did 
not reinvestigate Plaintiffs dispute in accordance with the requirements of the 15 U.S.C. § 1681” and acted in 
reckless disregard of the law). 
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by comparing the notice of dispute with the recorded information that is itself the very subject of 
the dispute. In such cases, combined with the CRAs’ failure to conduct any independent review, 
the ultimate effect that no one ever investigates the substance or merits of the consumer’s 
complaint. 

Unfortunately, the trend by furnishers is to increase the automation of their dispute 
processes, encouraged by the nationwide CRAs. The nationwide CRAs promote the “Automated 
Batch Interface” which “allows Data Furnishers to receive Consumer Dispute Verification 
(ACDV) requests in XML batch file format” so that they can handle disputes using a mass 
production method.'*^ And some furnishers have fully embraced this automation. For example, 
as we noted previously: 

• MBNA (now FIA Card Services/Bank of America) - During the course of the Johnson 
v. MBNA litigation,'*^ MBNA’s employees testified that the company’s FCRA 
investigation process consisted of merely confirming the name and address of consumers 
in the MBNA computers and noting from the applicable codes that the account belonged 
to the consumer. The employees revealed that they never consulted underlying 
documents such as account applications to determine accuracy of disputed information. 

• Capital One - Capital One employee Pamela Tuskey described how all three of the 
national credit bureaus instructed Capital One personnel to simply verify information and 
to “make our system look like your system.” The credit bureaus even discouraged the 
Capital One personnel from actively researching by pulling statements or similar 
activities.'*^ 


” e-OSCAR, Automated Batch Interface, at http://www.e-oscar.org/automated-batch-interface.aspx. 

* 357 F.3d 426 (4th Cir. 2004). 

Deposition of Pamela Tuskey, Carol Fleischer v, TransUnion, Case No, CV 02-71301 (E.D. Mich.). 
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• Mortgage Bankers - Trade groups for certain fumishers/creditors have asserted that if a 
credit report reflects what is in the furnisher’s records, it should be considered “accurate,” 
no matter whether the furnisher’s records are objectively accurate as a matter of reality. 
For example, the Mortgage Bankers Association has urged regulators to define accuracy 
as “accurate reporting of the status of the account as reflected in the furnisher’s 
records.”^* 

More recent examples of automated non-substantive processing of dispute by furnishers 
are: 

• USAA Federal Savings Bank - USAA not only engages in perfunctory investigations, 
but a recent Sixth Circuit decision noted that; “Boggio offers deposition testimony by a 
USAA employee stating that USAA reviewers were prohibited from consulting 
documents in his file — including the allegedly forged check in question — and instead 
would have verified only his identity before responding to a CRA notice.”^^ 

• Credit Bureau Collection Services - In its 2010 complaint against this debt collector, 
the FTC alleged: “For certain types of disputes, such as those where the consumer claims 
the account is not his or hers or belongs to someone with a similar name, it is CBCS’s 
policy and practice only to compare the name, social security number, date of birth, and 
address in CBCS’s computer database with the information provided on ACDV forms. 
Where three of the four items match, CBCS will report to the CRA that it has verified the 
information it furnished as accurate. It is CBCS’s policy that only after the consumer has 


Comments of Mortgage Bankers Association re: Interagency Advanced Notice of Proposed Rulemaking: 
Procedures to Enhance the Accuracy and Integrity of Information Furnished to Consumer Reporting Agencies 
Under Section 312 of the Fair and Accurate Credit Transactions Act, May 22, 2006, at 4. 

Boggio V. USAA Federal Sav. Bank, 696 F.3d 61 1 (6’’’ Cir. 2012) (emphasis added). 
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alleged the same type of account inaccuracy more than four times will the matter become 
assigned to a supervisor to do further ‘investigation.’”^'' 

• Asset Acceptance - The FTC’s 2012 complaint against this debt buyer describes Asset 
Accepance’s equally meaningless treatment of disputes: “Asset processed many ACDVs 
through ‘batch processing,’ an automated system in which certain ‘identifiers’ in Asset’s 
electronic account records are automatically compared with the information provided on 
the ACDV forms. When the Social Security number and consumer name on the ACDV 
match the information in Asset’s database. Asset reports to the consumer reporting 
agency that it has verified the information... .The batch processing of comparing a 
consumer’s name and Social Security number often does not adequately respond to the 
consumer’s dispute and is not a reasonable investigation. ... Asset does not investigate 
the particular merits of the consumer’s claim by, for example, reviewing individual 
account documents, contacting the portfolio seller to verify the accuracy of the 
information, asking the consumer reporting agency for more information, or reviewing its 
own internal notes.”^' 

The FTC also noted that Asset only employs 14 to 20 “ACDV specialists” despite 
receiving half a million credit reporting disputes each year, and expects each each 
specialist to process at least 1 8-20 ACDVs per hour - or one dispute every 3.33 minutes. 

• Midland Credit Management.^^ Midland is another major debt buyer that engages in 
non-substantive, unreasonable investigations. In one case, the consumer had 
unimpeachable evidence that he had already paid off a debt to Dell Computers, and did 

® Complaint, United States v. Credit Bureau Collection Services, Case No. 2:10-cv-169 (S.D. Ohio Feb. 24, 2010). 

Complaint, United States v. Asset Acceptance, LLC, Case No. 8:I2-cv-182-T-27 (M.D. Fla. Jan 30, 2012), at 
fl44 and 45. 

Brim v. Midland Credit Management, 795 F. Supp.2d 1255 (N.D. Ala. 2011) 
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not owe Dell anything. But Dell sent Mr. Brim’s account to Midland, which reported it 
to the nationwide CRAs. Mr. Brim sent numerous disputes to the nationwide CRAs and 
Midland between 2008 and 2009. Midland responded to the notices by merely checking 
the dispute against its own records. Its review did not go any further than simply 
verifying that the debt existed on its books. Midland also responded to Brim’s evidence 
(specifically, a bank account payment history) as “inadequate” and requested 
supplemental bank documents that were not available. Brim devoted nearly five years of 
his life to fighting a debt that he had timely paid, resulting in loss of income, loss of 
credit, and emotional distress. 

Unsurprisingly, the last three examples involve debt collectors. As the CFPB’s 
December 2012 report noted, and as mentioned above, debt collectors represent 40% of all credit 
reporting dispute, a disproportionate share given that they only provide 13% of the account 
tradelines on credit reports.^^ Furthermore, debt collectors have little incentive to correct errors 
in response to a dispute, especially since removing negative information may mean losing the 
opportunity to collect the debt, which is their main objective. Unlike with a creditor, the 
consumer is not the debt collector’s customer, and has no reason to maintain a good relationship 
with the consumer. To a debt collector or buyer, it does not matter if the amount is wrong, there 
is a dispute as to liability, or they have the wrong consumer - so long as they can use the credit 
report to pressure the consumer to pay up. 


Consumer Financial Protection Bureau, Key Dimensions and Processes in the U.S. Credit Reporting System: A 
review of how the nation 's largest credit bureaus manage consumer data, December 201 2, at 1 4, 29, available at 
http://www.consumerfmance.gov/repons/key-dimensions-and-processes-in-the-u-s-credit-reporting-system. 
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D. What Needs to be Done 

It is well past time for the credit reporting dispute system to be reformed. For too long, 
consumers with the misfortune of being plagued by errors have suffered under an illegal, 
illogical, and unjust system. Reforming the system will take the efforts of both the CFPB and 
Congress. 

First, the nationwide CRAs must be required to have sufficient trained personnel to 
actually review and conduct real investigations of consumer disputes. They must be required - 
as the FCRA and court decisions mandate - to undertake “reasonable” investigations that consist 
of a “detailed inquiry or systematic examination”*'* of the evidence. This means talking to 
consumers and furnishers, examining documents in a meaningful manner, using human Judgment 
to analyze a dispute, and making independent decisions. Thus, the nationwide CRAs must 
provide skilled trained personnel with the discretion to make decisions. Nationwide CRAs must 
also be required to forward to furnishers actual copies of the documents submitted by consumers. 

This will require a significant investment of resources by the nationwide CRAs, 
especially in terms of personnel. But as the court in the Eastern District of Virginia noted: 

While this obligation to conduct a reasonable investigation may increase the cost and 
expense to a CRA, it is the necessary cost associated with discharging the congressionally 
mandated duties placed upon a company choosing to engage in a business that can have 
such a profound and lasting impact on consumers,...** 


” Johnson v. MBNA, 357 F.3d 426, 430-431 (4th Cir. 2004). 

” Burke v. Experian Info. Solutions, 201 1 WL 1085874 (E.D. Va. Mar. 18, 201 1). 
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The credit reporting industry will complain, as it often does, that it is not a tribunal or a 
small claims court. But a CRA need not act as a small claims court to simply determine that 
information that a consumer owes a debt is inaccurate when the consumer has a bank statement, 
an executed loan modification, or even a judgment showing that he or she does not owe the debt. 
Furthermore, in those circumstances where the CRA personnel truly cannot determine whether 
the consumer or the furnisher is correct, the information should be deleted. After all, the FCRA 
requires information to be deleted if it “cannot be verified.” See 15 U.S.C. § 1681i(a)(5)(A). 
Thus, the burden should be on the furnisher, not the consumer, when there is a credit reporting 
dispute. 

At a minimum all good faith disputes should be marked as such and excluded from the 
credit score. Currently, only some types of disputed debt are excluded from a credit score, and 
the dividing line is unclear and shifting. Furthermore, exclusion of some disputes from the credit 
score is entire voluntary and the industry could change its mind any time and start scoring all 
disputes. For example, consider this complaint: 

I applied for a home equity line of credit with Fifth Third Bank. Specifically I was 
interested in the line of credit that came with an initial rate of 2.99% with a credit score 
of 750 or above. A few days after the application, I was informed in writing by the loan 
officer that my application had been "Preliminarily Approved." However, 1 was told that 1 
did not quality for the 2.99% rate because my credit score was only 725, as reported by 
TransUnion. 

As this did not make sense to me, I researched both my credit reports and my eredit 
scores. My Equifax credit score was 802. 1 was unable to obtain my Experian eredit 
score. The TransUnion eredit score report provided to me by Fifth Third includes a 
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section stating - "Key factors that adversely affected your credit score: 040-Dereg 
public reed or collection filed." 

The TransUnion credit report includes mention of a $70 unpaid debt to [a local medical 
center] from 2009. 1 had refused to pay this bill because it was for an emergency room 
visit for my son. He had a broken hand. We registered at the emergency room and then 
waited for services for 4 hours, finally, at close to midnight, we left. As we never 
received any services, I refused to pay for the bill. I disputed the bill with the hospital and 
then with the collection agency. 

There are no other derogatory factors listed on my credit report other than this old, 
disputed bill. It is apparent to me that TransUnion is using this disputed debt in its 
calculation of my credit score. To remedy this, 1 have tried to go on to the TransUnion 
website for the past five days to formally dispute the debt with TransUnion. The website 
does not allow one into the disputed section - it always says there are too many users. I 
have tried multiple times, even in the middle of the night. 

As a result, this line of credit will cost me hundreds of dollars more, and it will be 
thousands more if I intended to keep the line of credit open for over a year.^® 

In this case, the consumer had submitted a bona fide dispute to the debt collector, yet the 
collection item plunged her score by 75 points. Note that this consumer is a colleague at 
National Consumer Law Center. If she could not successfully nullify the impact of this negative 
information by disputing it, what chance does the average consumer have? Thus, Congress 
and/or the CFPB should require that all debts that are the subject of a dispute on a credit report 


Email from Margot Saunders, Of Counsel, National Consumer Law Center, Dec. 14, 2012 (emphasis added). 
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must be excluded from the score, unless the furnisher or CRA can prove that the dispute is not 
bona fide. 

Furthermore, debt collectors must be subject to even stricter screening and oversight. 
When a debt collector is involved, it is even more critical to have independent review, given the 
incentives discussed above for the debt collector to ignore disputes and leave errors uncorrected. 
And there should be a flat-out prohibition against the nationwide CRAs to engage in parroting 
when a debt collector is involved. It is simply outrageous and unacceptable for the nationwide 
CRAs to take the unsupported, unsubstantiated word of a debt collector over a consumer, given 
the incentives that exist and the well-documented abuses of debt buyers.^^ 

Finally, as discussed above, consumers should have the right to ask a court to order the 
nationwide CRAs and furnisher to fix their credit reports when there is an error. Congress 
cannot sit idly by while innocent consumers are victimized by credit report errors because the 
law does not provide them with the ability to ask a court to prevent violations of the law. 

III. SPECIALTY CONSUMER REPORTING AGENCIES 

“Specialty consumer reporting agencies” are the wild west of consumer reporting 
agencies. These consumer reporting agencies compile and maintain files relating to criminal 
records, residential or tenant histories, check-writing histories, employment histories, or 
insurance claims. 


See ; Federal Trade Commission, Repairing a Broken System: Protecting Consumers in Debt Collection and 
Arbitration (July 2010), mailable or http://www.flc.eov/os/20l0/07/debtcQlleclionreDort.Ddf : Robert Hobbs and 
Rick Jurgens, National Consumer Law Center, The Debt Machine (July 2010), mailable at 
httn://www. nclc.org/images/pdiydebt collection/debl-machiiie.pdf : Claudia Wilner and Nasoan Sheftel-Gomes, 
Neighborhood Econ. Dev. Advocacy Project and Urban Justice Center, Debt Deception: How Debt Buyers Abuse 
The System To Prey On lx)wer~Income New Yorkers 1 (May 2010), mailable at 
http://www.nedap.org/pressroom/documents/DEBT_DECEPTION__FINAL_WEB.pdf. 
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Specialty consumer reporting agencies are not required to be licensed or even registered, 
nor is there any one source identifying all of these companies. Therefore, as of 2012, there is no 
centralized location to obtain the kind of data required to generate accuracy data. Furthermore, 
too many users fail to comply with the FCRA’s requirement to provide “adverse action” notices 
(explained in Section Vlll below) to the employee or applicant that a consumer report has been 
used against them. This hinders the ability to conduct a reliable survey of consumers to 
determine whether they have been denied employment, housing, or any other service because of 
a specialty consumer report. 

In Spring 2012, NCLC released a report that describes a number of ways in which 
criminal background screening companies make mistakes that greatly affect a consumer’s ability 
to find employment.^* The use of criminal background checks is controversial for a number of 
reasons. Whether these checks should be used for employment screening is a matter of public 
debate. 

However, there is little debate that if these records are to be used, they must be accurate. 
As stated above, despite the importance of the accuracy, actual accuracy rates are not possible to 
obtain.*’ However, what evidence that is available indicates that professional background 
screening companies routinely make mistakes with grave consequences for job seekers. 

Our research found that the following common errors: 

• Reports that mismatched the subject of the report with another person (usually with a 

similar name); 

• Reports that revealed sealed or expunged information; 

** Persis S. Yu & Sharon M. Dietrich, Nat’l Consumer Law Cent., Broken Records: How Errors by Criminal 
Background Checking Companies Harm Workers and Businesses, April 2012. 

” See generally SEARCH, the Nat’l Consortium for Justice Info, and Statistics, Report of the National Task Force 
on the Commercial Sale of Criminal Justice Record Information (2005) at 7, available at, 
www.search.org/about/news/2005/reports.asp. 
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• Reports that failed to include information about how the case was disposed or resolved; 

• Reports that contained misleading information, such as reporting single cases or charges 
multiple times; and 

• Reports that mischaracterized the seriousness of the offense reported. 

Many of these errors can be attributed to common practices by background screening 
companies, such as: 

• Obtaining information through purchase of bulk records, but then failing to routinely 
update the database; 

• Failing to verify information obtained through subcontractors and other faulty sources; 

• Utilizing unsophisticated matching criteria; 

• Failing to utilize all available information to prevent a false positive match; and 

• Lack of understanding about state-specific criminal justice procedures. 

The National Association of Professional Background Screeners claims that its members 
have a 99% accuracy rate. However, this error rate appears to actually be the rate of the disputes 
received by its members. Basing an accuracy statistic on the rate of disputes is flawed for 
several reasons. First, this rate did not include inaccuracies in the reports of consumers for 
whom background check reports have not yet been issued to an employer, but may have errors 
that exist in their files which could cost them a job when a report is ultimately issued. 

Second, this rate did not include errors in the background checks of consumers who did 
not file a dispute over the error. Consumers may not file a dispute over an erroneous background 
check report because they have no knowledge of the error. Unfortunately, too many employers 
fail to comply with notice requirements under the FCRA. Therefore, many people are denied 
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employment and never know that it is due to their baekground eheek nor that they have the right 
to see the report and file a dispute. 

We also know from the eontext of eredit-based reports that many eonsumers with errors 
in their eonsumer reports do not send disputes because of lack of time or resources, educational 
barriers, and lack of understanding of their rights. 

Although the FCRA does provide consumers with the right to preemptively review the 
information in their consumer file, this right is virtually meaningless for specialty consumer 
reports. There are hundreds, if not thousands of specialty consumer reporting agencies operating 
in the United States. Unlike the big three credit bureaus, there is no centralized location where a 
consumer can go to order his or her background check. 

Fortunately, the CFPB has recently released a list of contacts for some of the largest 
specialty credit reporting agencies. Flowever, it only scratches the surface of the number of 
background checking agencies. With thousands of specialty consumer reporting agencies 
operating, a consumer cannot predict which company his or her employer, insurance company, 
or landlord will use. 

Furthermore, dispute rights are similarly meaningless with specialty consumer reports. 
Even if a consumer is successful in disputing information on his or her report, the opportunity 
may be gone, and the chances of that report being used again are small. The only way to 
provide meaningful protections to consumers is to take greater steps to ensure the accuracy of the 
reports from the outset. 

There are numerous ways in which the FCRA can be improved to better fit with the 
realities in which specialty consumer reports are used. Consumers need, at the least, the 
following protections: 
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1. Restore the private right of action for the failure to provide adverse action notices, 
discussed in Section VII below. Without these notices, consumers have no idea 
that they have been denied employment or services based upon a consumer report 
and cannot take steps to correct any misinformation, 

2. Require all consumer reporting agencies to be licensed and registered. Before 
accuracy can even be addressed, it must be known how many consumer reporting 
agencies even exist. 

3. Require all consumer reporting agencies to undergo independent auditing of their 
data and records for accuracy. Current reviews of accuracy are insufficient 
because consumers lack the knowledge and incentive to dispute inaccurate 
information on a consumer report. 

4. Provide the CFPB with supervisory authority over all larger participant consumer 
reporting agencies. 

5. The CFPB should draft regulations detailing matching criteria and ensuring that 
information on consumer reports is up to date. 

IV. CONSUMERS SHOULD HAVE THE BASIC RIGHT TO ANY CREDIT SCORE 
THAT IS ABOUT THEM AND THE RIGHT TO A FREE ANNUAL SCORE 

One of the troubling aspects of our credit reporting system is the difficulty faced by 
consumers in obtaining a critical piece of information about themselves - their credit scores. 
Consumers do not have the right to a free credit score unless they are denied credit or charged a 
higher price for it. Furthermore, they have no right to obtain the score used by the vast majority 
of lenders - their FICO scores. They also do not have a right to see their scores that are used for 
non-credit purposes, such as insurance, tenant screening, or health care. 
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Consumers do have the right to obtain their credit reports. Though that is an important 
right, credit reports do not give consumers an easy-to-understand snapshot of their credit 
standing. 

Until the 2003 amendments added by the Fair and Accurate Credit Transaction Act, 
consumers had no right to access their credit scores, not even for a price. After the FACT Act 
amendments, consumers have the right to purchase a credit score, but the credit reporting 
agencies need only sell them an “educational score,”*” even though no actual creditor might ever 
use that score. Consumers have no right to purchase their FICO scores, even though FICO 
scores represent over 90 percent of the market for scores sold for credit-related decisions, 
according to the CFPB.*' 

The CFPB study released a study just this past September finding that, for about one out 
of five consumers, there are meaningful and significant differences between the educational 
score and FICO scores - an entire risk category of difference.*^ Yet to this day, consumers 
cannot purchase their FICO score based on their Experian credit report. 

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 improved the 
situation by giving consumers the right to receive their actual credit scores, the ones used by a 
lender, when they are denied credit or charged a higher price for it.*^ However, consumers 
should not have to apply for credit first and then get turned down in order to learn their FICO 
scores. The time for consumers to obtain their credit scores is BEFORE they need to apply for 


“ The FCRA permits credit reporting agencies to provide “a credit score that assists the consumer in understanding 
the credit scoring assessment of the credit behavior of the consumer and predictions about the future credit behavior 
of the consumer.” 15 U.S.C. § 1681g(f)(7)(A). 

Consumer Financial Protection Bureau, The Impact of Differences Between Consumer- and Creditor-Purchased 
Credit Scores: Report to Congress, July 19, 2011, at 6, available at www.consumerfmance.gov/wp- 
content/uploads/201I/07/Report_20] 10719__CreditScores.pdf 

Consumer Financial Protection Bureau, Analysis of Differences Between Consumer- and Creditor-Purchased 
Credit Scores, Sept. 2012, available at 

http://files.consumerfmance.gOv/f7201209_Analysis_Differences_Consumer_Credit.pdf 

“ Pub. L. No. 111-203, 124 Stat. 1376, § HOOF (2010), codified at 15 U.S.C. §§ 1681m(a) (2) and 1681m(h)(5XE). 
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credit, so that they can be informed shoppers, know what kind of credit they are qualified for and 
to dispute any errors that are affecting their scores. Indeed, the anecdote provided in Section 
II.D is a good example of this issue; if the consumer had been able to obtain her TransUnion 
FICO score, she would have known that a collection tradeline - which she had disputed months 
ago — was still affecting her score, despite it being marked as disputed. 

Thus, we urge Congress to give consumers the right to obtain their credit scores - the 
ones used most frequently by lenders - without charge on an annual basis, just as they can obtain 
their credit reports. 

Moreover, providing a general right to the credit score would help to enforce the existing 
right to a score after credit has been denied or offered at a higher price. Consumers could seek 
out their credit scores directly from the credit reporting agencies to compare them with the score 
provided by the lender. 

Furthermore, we urge Congress to give consumers the right to obtain any score based on 
a consumer report that is about them. Currently, the FCRA only gives consumers the right to 
obtain scores used for granting credit.*"* Yet there are a multitude of scores based on a credit or 
consumer report that grade consumers for other purposes - insurance underwriting, healthcare, 
and tenant screening. Consumers should have the right to obtain these scores for free on an 
annual basis, Just as they are entitled to free annual reports from specialty consumer reporting 
agencies. 

This is a matter of basic fairness. These scores are about the consumer - they are about 
us. They are based on information about our behavior and our lives. They may be based on 
inaccurate information that we have a right to correct. To have this important information about 

“ The FCRA defines credit scores as “a numerical value or a categorization derived from a statistical tool or 
modeling system used by a person who makes or arranges a loan to predict the likelihood of certain credit behaviors, 
including default...” 15 U.S.C. § 1681g(fX2)(A). 
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ourselves squirreled away in secret databases that we have no right to access seems inconsistent 
with the American way. 

V. CONGRESS SHOULD REQUIRE THAT PAID OFF MEDICAL DEBT BE 
DELETED FROM A CONSUMER’S CREDIT REPORT 

The National Consumer Law Center, on behalf of its low-income clients, is pleased to 
support the Medical Debt Responsibility Act, S. 2149. Millions of Americans struggle with 
overwhelming medical debts that they cannot afford to pay because they do not have health 
insurance. Even consumers with health insurance coverage can find that their credit histories are 
damaged due to medical bills, because of problems with unaffordable co-pays and deductibles, 
out-of-network charges, and disputes with insurance companies. 

The collective scope and impact on medical debt on the credit histories of American 
consumers is enormous and cannot be overstated. According to the Commonwealth Fund, 
nearly 73 million working age adults (or about 40%) experienced problems with medical bills in 
2010.^^ Of those consumers, 30 million were contacted by a collection agency for unpaid 
medical bills,“ and thus were likely to have their credit reports damaged by the negative 
existence of a collection account on their reports. 

Medical debt represents an enormous portion of debt that is collected by debt collectors. 
A number of studies indicate that the amount of medical debt that ends up in the hands of 


’ Sara R. Collins, et al.. The Commonwealth Fund, Help on the Horton: How the Recession Has Left Millions of 
Workers Without Health Insurance, and How Health Reform Wilt Bring Relief-Findings from The Commonwealth 
Fund Biennial Health Insurance Survey of 2010, March 201 1, zl 6, available at 

http://\v\vw.cQinmon\vcalthfund.org/-/media^Files/Publications/Fund%20Repon.^20l l/Mar/1486 Collins help on t 
he horizon 2010 biennial survey report FINAL v2-pdf . 

“W.at 10. 
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collection agencies - and thus is likely to be reported to credit reporting agencies - is simply 
stunning: 

• A 2003 Federal Reserve study found that over half of entries (52%) on credit 
reports for collection items are for medical debts. More than one-third (36%) of 
medical collections had balances due, when reported, of $100 or less and the 
majority (nearly 70%) were for less than $250.*’ 

• A later Ernst & Young study confirmed the Federal Reserve’s study, finding that 
medical debts constituted more than half (52.2%) of the debt collected by debt 
collection agencies in 2010 - more than twice as much as credit card and other 
financial debt.** 

• A study by Federal Reserve researehers found that that “health-eare providers 
represented the most important group of customers [for debt eollectors], 
accounting for more than a quarter of all revenues.”*’ 

The vast scope of medical debt on credit reports is troubling, because unlike collections 
for credit accounts, medical bills result from services that are frequently involuntary, unplanned, 
and unpredictable, and for which prices quotes are rarely provided. The unique nature of 
medical debt raise questions on whether it is appropriate data to even include on a credit report. 

Most critically, consumers may find that their medical debt has been characterized as a 
debt in collection for credit reporting purposes even though the medical debt has been fully paid 
or settled. Even after the bill has a balance of zero, its mere presence as a collection matter 

” Robert Avery, Paul Calem, Glenn Canner, & Raphael Bostic, An Overview of Consumer Data and Credit 
Reporting, Fed. Reserve Bulletin, at 69 (Feb. 2003). 

Ernst & Young, The Impact of Third-Party Debt Collection on the National and State Economies, Feb. 20 1 2, at 8, 
available at www.acaintemational.org/files.aspx?p=/images/21594/20I lacaeconomicimpactreport.pdf. 

“ Robert M. Hunt, Fed. Reserve Bank of Philadelphia, Collecting Consumer Debt in America, Bus. Rev., at 13 (2d 
Quarter 2007), available at www.philadelphiafed.org/files/br/2007/q2/hunt_collecting-consumer-debt.pdf. 
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remains on the consumer's credit records for seven years and will likely adversely impact a 
consumer's credit score. According to a spokesperson for FICO, collection items that are “paid 
or unpaid, large or small amounts all can affect a credit score” and “a person with a FICO score 
of 680 will see their score drop between 45 and 65 points. Someone with a FICO score of 780 
will see their score drop between 105-125 points,..."™ 

Furthermore, the presence of a medical collection item may result from no fault of the 
consumer, but from the complex and convoluted nature of our health care payment system. The 
collection item may have resulted from a dispute between the insurance company and provider. 

It may result from a provider’s failure to properly bill the insurer, or the insurer’s failure to 
properly reimburse the provider. After all, the American Medical Association itself estimated 
that one in five claims is processed inaccurately.’' Even when errors are eventually fixed, they 
result in long delays in payments to providers. During these delays, bills can often be sent to a 
collection agency, completely out of the consumer’s control. 

The complexities of health insurance and medical billing also contribute to this problem. 
Many people are simply confused about who has responsibility for paying the bill. They are 
often uncertain about the explanation of benefits form, unclear of the descriptions of the 
procedures they have received, and unsure of whether they should pay the healthcare provider or 
insurer; one study found that nearly 40 percent of Americans do not understand their medical 
bills.” Some of these consumers will let a medical bill go to a collection agency because of this 
confusion, or they believe that their insurer will pay it. According to media reports, an 

Carla K. Johnson, Late Medical Bills Can Lower Credit Scores For Consumers: How to Check and Fix Your 
Report^ Associated Press, Mar 4, 2012. 

’’ American Medical Association, 2010 National Health Insurer Report Card, available at www.ama- 
assn.org/ama/pub/news/news/2010-report-card.page. 

Press Release, Intuit Financial Healthcare Check-Up Shows Americans Confused about Medical Statements, Apr. 
27, 2010, at 

http;//about.intuit.com/about_intuiP'press_room/press_release/articles/2010/AmericansConfusedAboutMedicaI State 
ments.html. 
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estimated 9.2 million Americans had a medical bill sent to a collection agency because of a 
billing mistake.’^ 

Indeed, many of the stories from consumers about how their credit reports and credit 
scores were damaged by paid medical debt involve such instances of confusion, mistakes, or 
problems with insurers. For example: 

• The New York Times documented the case of Ray White from Lewisville, TX. Mr. 
White received a $200 ambulance bill, which his insurer did not pay despite assurances 
that it would do so. Finally, after many months and many phone calls, Mr. White paid 
off the $200 bill, but by then the damage was done. Unbeknownst to Mr. White, the debt 
had been reported to the credit reporting agencies. Mr. White had no knowledge of this 
black mark lurking on his credit report until he and his wife went to refinance the 
$240,000 mortgage on their home, nearly six years later. It was only then that he learned 
this paid $200 bill - the result of his insurance company dropping the ball on payment - 
had shaved about 100 points from his credit score. With no other debts, a healthy income 
and otherwise pristine credit, Mr. White and his wife had to pay an extra $4,000 to secure 
a lower interest rate.’*' 

(This story is also an example of “parking,” a practice in which debt collectors merely 
report a debt to a credit reporting agency without doing more, then simply wait until the 
consumer applies for a mortgage or other credit. At that point, the consumer will 
discover the collection item and then pay the debt in an attempt - in vain - to improve his 
or her credit score. “Parking” creates even more problems with medical debt on credit 


Tara Siegel Bernard, Discrepancies on Medical Bills Can Leave a Credit Stain, New York Times, May 4, 2012. 
’’'Id. 
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reports, because consumers do not know about the problem until they are in the midst of 
a time-sensitive process of applying for a loan). 

• The Associated Press reported the case of Iraq veteran Steve Barnes and his wife, Tara, 
who were refinancing their home through a Veteran’s Administration program when they 
found out that nearly $600 in unpaid medical bills had brought down their credit scores. 
The bills were for treatment related to the wife's cancer, which had been turned over to a 
collection agency while Mr. Barnes was still talking with his insurance company about 
what would be covered. The $600 in unpaid bills - caused by insurance snafus - cost 
them an extra $1,700 in fees on their refinanced mortgage. Plus, even though Mr. Barnes 

and his wife paid the bill, the black mark will remain on their credit reports for seven 

75 

years. 

• A New York City consumer who lost consciousness on a street in Atlantic City, NJ, 
received a bill for $800 because a passer-by called an ambulance. The consumer had 
revived before the ambulance showed up, and had declined to go to the hospital. It is 
unclear whether the $800 was a charge for first aid at the scene (having his blood 
pressure and vital signs checked) or because the hospital mistakenly believed that he was 
brought to the emergency room. In either case, the consumer disputed the $800 bill, but 
it remains on his credit report as a collection item. The consumer has been declined 
credit at least once as a result of this reporting, despite the fact that he never summoned 
the ambulance or went to the hospital.™ 


Carla Johnson, Medical Bills Can Cause Lingering Credit Pain, Associated Press, Mar. 4, 2012. This article 
documents several more cases in which medical collection items harmed the credit reports of consumers and cost 
them thousands in fees when refinancing. 

Email from Brian Bromberg, Bromberg Law Offices, May 30, 2012. 
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• A West Virginia consumer applied for Medicaid, but the state agency made a series of 
mistakes resulting in a long delay in enrolling the consumer. Finally, the state agency 
fixed the mistakes, and enrolled the consumer retroactive to February 2011. Meanwhile, 
four of the consumer’s medical bills had been sent to debt collection agencies, and these 
collection agencies reported the debts to the credit reporting agencies. Medicaid paid the 
consumer’s bills, but the collection items will remain on the credit report and harm the 
consumer’s credit score for seven years - despite the fact that the failure to pay the bills 
was the fault of the state Medicaid agency, not the consumer.’’ 

• An Arkansas consumer was hurt in an automobile accident and taken to the hospital. The 
consumer filed a lawsuit against the other driver. While the consumer was waiting for a 
settlement with the other driver’s auto insurer, one of the medical providers turned over a 
medical bill for $1 1 8 to a debt collection agency, which reported the debt to a credit 
reporting agency. Meanwhile, the $118 bill was paid in full to the medical provider - 
actually it was paid the day before the debt collector made the report to the credit 
reporting agencies. The debt has shown up the consumer’s credit report as a paid 
collection account, dropped her credit score from 800 to 700, and prevented her from 
obtaining credit at the best interest rates. The debt collector refuses to delete the black 
mark even though the consumer paid the bill before it was reported.’® 

• A Florida consumer went to an emergency room to receive medical treatment. He gave 
the hospital his proper identification showing his correct address. The hospital data entry 
personnel made a mistake by inputting a wrong address into the hospital’s system. The 
consumer never received a bill, and thus never paid it. In the meantime, the debt was sent 

Email from Deborah Weston, Staff Attorney, Mountain State Justice, Inc., June 26, 2012. 

Email from Kathy Cruz, Attorney, June 27, 2012. 
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to a collection agency. Later, the consumer applied for credit, and it was only then that he 
learned of the outstanding collection item from the hospital on his credit reports. The 
consumer called the hospital, and confirmed they had the wrong address. Despite the fact 
that the hospital’s personnel caused the situation with the data entry error, the collection 
item remained on the consumer’s credit report,’’ 

All of these consumers, and millions more like them, have had their credit reports and 
credit scores severely damaged through no fault of their own by medical collection items. 
Furthermore, they currently have no recourse under the Fair Credit Reporting Act to fix this 
damage. The Ninth Circuit has held that a consumer has no remedy under the FCRA to remove 
a medical collection item from her credit report, because technically the patient owes the medical 
bill even though the default was caused by an insurance dispute.*** 

The Medical Debt Responsibility Act, S, 2149, will help ameliorate this huge problem by 
amending the FCRA to exclude fully paid and settled medical debt from a consumer's credit 
report. It is a sensible and straightforward approach that will prevent the credit records of 
millions of consumers from being unfairly tarnished. Rather, credit records will show that these 
hard-working consumers, who successfully paid off or settled their medical bills, are more 
creditworthy than the current system would otherwise lead a prospective lender to believe, 

VI. CONGRESS SHOULD BAN THE USE OF CREDIT HISTORIES IN 
EMPLOYMENT WITH LIMITED EXCEPTIONS 

The use of credit reports in employment is a growing practice that is harmful and unfair 
to American workers. Despite many good reasons to avoid engaging in this practice, more than 

” Email from Leo Bueno, Attorney, May 14, 2010, 

Carvalho v. Equifax Info Serv., LLC, 629 F.3d 876 (9th Cir. 2010). 


45 



85 


half of employers (60%) do so today,*' a dramatic increase from only 19% in 1996.*^ We are 
concerned about this trend for the following reasons: 

• Credit checks create a fundamental “Catch-22” for job applicants. A simple reason 
to oppose the use of credit history for job applications is the sheer, profound absurdity of 
the practice. Using credit history creates a grotesque conundrum. Simply put, a worker 
who loses her job is likely fall behind on paying her bills due to lack of income. With the 
increasing use of credit reports, this worker now finds herself shut out of the job market 
because she’s behind on her bills. This leads to financial spiraling effect: the worse the 
impact of unemployment on their debts, the harder it is to get a job to pay them off 

• Use of credit checks in hiring could prevent economic recovery for millions of 
Americans. The use of credit history for job applicants is especially absurd in the midst 
of still-too-high unemployment. With the massive job losses of the past 5 years, resulting 
in unemployment rates of sometimes nearly 10%, this is exactly the wrong time to be 
permitting this unfair practice. For the many workers who have suffered damage from 
their credit reports because of unemployment or underemployment, the use of credit 
histories presents yet another barrier for their economic recovery - representing the 
proverbial practice of “kicking someone when they are down” for millions of job seekers. 

• The use of credit in hiring discriminates against African American and Latino job 
applicants. There is no question that African American and Latino applicants fare worse 
than white applicants when credit histories are considered for Job applications. For one 
thing, these groups are already disproportionately affected by predatory credit practices, 

*' Society for Human Resource Management, Background Checking: Conducting Credit Background Checks, Jan. 
22, 2010, at http://www.shrm.org/Research/SurveyFindings/Articles/Pages/BackgroundChecking.aspx. 

Matt Feliowes, Credit Scores, Reports, and Getting Ahead in America, Brookings Institution, May 2006 at n.3 
(citing 1996 data from the Society for Human Resource Management). 
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such as the marketing of subprime mortgages and overpriced auto loans targeted at these 
populations. As a result, these groups have suffered higher foreclosure rates. Study after 
study has documented how, as a group, African Americans and Latinos have lower credit 
scores than whites. If credit scores are supposed to be an accurate translation of a 
consumer’s credit report and creditworthiness, that means these groups will fare worse 
when credit history is considered in employment. 

• Credit history does not predict job performance. Credit reports were designed to 
predict the likelihood that a consumer will make payments on a loan, not whether he 
would steal or behave irresponsibly in the workplace. There is no evidence showing that 
people with weak credit are more likely to be bad employees or to steal from their bosses. 

• As discussed in Section I.B., credit reports suffer from unacceptable rates of 
inaccuracy, especially for a purpose as important as use in employment. 
Fundamentally, the issue at stake is whether workers are fairly judged based on their 

ability to perform a job or whether they’re discriminated against because of their credit history. 

VII. CONGRESS MUST ACT TO CORRECT AN INJUSTICE RESULTING FROM A 
SCRIVENER’S ERROR IN THE FCRA. 

The FACTA amendments of 2003 inadvertently deprived consumers of a 30 year-old pre- 
existing right they had to enforce the FCRA requirement that users of credit reports disclose to 
consumers when an “adverse action” is taken, i.e., credit or insurance is denied or provided on 
less favorable terms, on the basis of an unfavorable credit report. 15 U.S.C. § 1681m. Congress 
can easily fix this scrivener’s error and should do so, as it was never part of the legislative 
bargain struck by FACTA. 
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The adverse aetion disclosure is fundamental to ensuring the effectiveness of the FCRA’s 
accuracy protections. The ability of consumers to seek redress for an adverse action disclosure 
violation has been key to its enforcement for over 30 years. FACTA itself clearly indicates that 
Congress had absolutely no intention of abolishing the consumer’s right to seek redress of this 
important right. Current provisions of the FCRA, vvhich exempt another subsection of section 
1681m from private enforcement, make no sense and indicate that Congress did not intend to 
abolish consumer remedies for all of section 1681m. 

The legislative history can be no clearer that Congress did not intend to abolish private 
enforcement of the FCRA’s adverse action disclosure requirements when it enacted FACTA in 
2003. The uncodified version of FACTA stated: 

Rule of Construction.— Nothing in this section, the amendments made by this section, or 
any other provision of this Act shall be construed to affect any liability under section 616 
or 617 of the Fair Credit Reporting Act (15 U.S.C. 1681n, 1681o) that existed on the day 
before the date of enactment of this Act. 

This provision expressly preserved all private enforcement rights that existed under the 
FCRA as of the date of the new law. While not codified in the United States Code, this 
provision is still effective law as part of the Statutes at Large. Pub. L. 108-159, 117 Stat. 1960, § 
312(0(2003). 

After FACTA’s enactment, the credit industry did not claim to have eliminated the 
consumer remedy for the adverse action disclosure, with the American Banker only noting that 
FACTA “perhaps inadvertently eliminates the existing right of consumers and state officials to 
sue for any violations of the adverse-action provisions of the FCRA.”®^ Had Congress intended 
FACTA to carve private damages suits wholesale out of the user liability section of the FCRA, 

M. Heller, Regulators Scurry to Close FACT Act Loophole^ American Banker (Dec. 12, 2003), at 3. 
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the banking and credit industry would have trumpeted that change in the days following the 
President’s signature. 

Even four years after FACTA’s passage, industry representatives declined to claim that 
FACTA had intentionally abolished this private enforcement remedy. In a 2007 hearing before 
the full committee. Chairman Barney Frank engaged in the following colloquy with Stuart Pratt, 
President and CEO of the Consumer Data Industry Association, and Anne Fortney of Hudson 
Cook, another industry representative.®'* 

The CHAIRMAN. We will look into that. Let me just ask, the other question is to Ms. 
Fortney and Mr. Pratt, because both Ms. Wu and Mr. Bennett talked about the 
interpretation that we had sub silentio repeal of the private right of action. Do you agree 
that was something that was not done intentionally? And what would your view be to our 
restoring it? Mr. Pratt? 

Mr. PRATT. We didn’t work on that section of the FACT Act. It relates to the date of 
furnishers and the date of — 

The CHAIRMAN. Okay. Ms. Fortney? 

Ms. FORTNEY. I think the statute is clear, and that is why the vast majority — 

The CHAIRMAN. That wasn’t the question. 

Ms. FORTNEY. Okay. 1 know. 

The CHAIRMAN. Then why don’t you answer it? 

Ms. FORTNEY. The answer is, I don’t know that whoever drafted that — 

The CHAIRMAN. Fair point. But would you like to leave it the way it is? 

Ms. FORTNEY. I am sorry? 

Credit Reports: Consumers' Ability to Dispute and Change Inaccurate Information: Hearing Before the H Comm, 
on Fin. Serv., 1 10 Congr. 50 (2007). 


49 



89 


The CHAIRMAN. Would you object if we restored the right of action that is in the bill? 
Ms. FORTNEY. I don’t have an opinion on that, sir. 

The CHAIRMAN. Oh, okay. Then it is two to nothing, two abstentions. 

Unfortunately, the mistaken use of the phrase “this section” in Section 1681m(h)(8) has 
been interpreted by almost all of the courts to address the issue to apply to the pre-existing 
adverse action requirements.*^ The scrivener’s error that has deprived hundreds of consumers of 
their rights already, and has the potential to harm thousands more in the future, can be corrected 
with a very simple fix. The fix consists of the addition of three letters to two places in the 
FCRA; 

Proposal. Revise 15 U.S.C. § 168lm(h)(8) to read: 

(A) No civil actions, — Sections 1681nand I68I0 shall not apply to any failure by any 
person to comply with this subsection. 

(B) Administrative enforcement — This subsection shall be enforced exclusively under 
section 1681s of this title by the Federal agencies and officials identified in that section 
This change reinstates a right that had existed for over 30 years from to FACTA, and has 

no impact on any other provision 

Thank you for the opportunity to testify, and I look forward to your questions 


National Consumer Law Center, Fair Credit Reporting § 8.5.5 (7th ed. 201 0 and Supp.).. 
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EXECUTIVE SUMMARY 


Inaccuracies and errors plague the credit reporting systems. Estimates of serious 
errors range from 3% to 25%. Even using a low-end estimate, which is from the credit 
reporting industry and included only a narrow subset of problems, 6 million Americans 
face serious errors in their reports that could result in a denial of credit. Typical errors 
include: 


• Credit bureaus mixing the files and identities of consumers. 

• Creditors causing mistakes by attributing a debt to the wrong consumer or 
incorrectly recording payment histories. 

• The fallout caused by identity theft. 

Nearly 40 years ago. Congress enacted the Fair Credit Reporting Act to protect 
consumers from errors in credit reporting. One of the most important safeguards in the 
FCRA is the requirement that credit bureaus conduct a reasonable investigation when a 
consumer disputes an item in his or her credit report. 

Despite its importance, the FCRA dispute process has become a travesty of 
justice. The major credit bureaus (Equifax, Experian, and TransUnion) conduct 
investigations in an automated and perfunctory manner. The bureaus: 

• Translate the detailed written disputes submitted by desperate consumers into 
two or three digit codes. 

• F'ail to send supporting documentation to creditors and other information 
providers (furnishers) as required by the FCRA. 

• Limit the role of their employees who handle disputes, or of the foreign 
workers employed by their offshore vendors, to little more than selecting these 
two or three digit codes. Workers do not examine documents, contact consumers 
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by phone or email, or exercise any form of human discretion in resolving a 
dispute. 

The conduct of some furnishers is no better. The FCRA also requires information 
furnishers to participate in dispute resolution by themselves conducting an investigation. 
Like the credit bureaus, some furnishers also conduct meaningless, non-substantive 
investigations. Their “investigative” activity consists of nothing more comparing the 
notice of dispute with the recorded information that is itself the very subject of the 
dispute. 

The credit bureaus then accept whatever the furnishers decide m resolving the 
dispute. The bureaus merely “parrot” the furnishers’ results, without conducting any 
independent review, with the ultimate effect that no one ever investigates the substance or 
merits of the consumer’s complaint. 

Why does this happen? Credit bureaus have little economic incentive to conduct 
proper disputes or improve their investigations. Consumers are not the paying customers 
for credit bureaus - furnishers arc the ones who pay the bureaus’ bills. Thus, consumer 
disputes represent an expense to the bureaus, which minimize the resources devoted to 
them by using automation that produces formalistic results. In fact, one credit bureau has 
reduced the amount it pays to its vendor that handles disputes to a mere $0.S7 per dispute 
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1. INTRODUCTION 


Credit reports play a critical role in the economic health and well-being of 
consumers and their families. A good credit history (and its corollary, a good credit 
score) enables consumers to obtain credit, and to have that credit be fairly priced. Credit 
reports are also used by other important decisionmakers, such as employers, landlords, 
utility providers, and insurers. 

Thus, a consumer’s credit report can have a huge impact on a consumer’s life. A 
good credit report allows a consumer to own a home, buy a car, obtain insurance for both, 
get a fairly priced credit card, and perhaps even secure a job. Conversely, a bad credit 
report will deny consumers those same things, or force them to pay thousands more for 
credit and insurance. It may even cost the consumer an employment opportunity or result 
in termination. It is no exaggeration to say that a credit history can make or break a 
consumer’s finances. 


Kenned) Baker' 

Kenneth Baker had a single Snanctal objective from the early part of 2005 until March 2006 - he 
svanted to move his family into a new home. The family home in Loudoun County. Virginia was too 
cramped for his wife, daughter, and wife's children. In order to move, Kenneth needed approval for a 
mortgage. It shouldn'l have been too bard - alter all, Kenneth had always paid his bills on lime. 

Unfortunately for Kenneth, his credit history had become ‘mixed' with that of another ‘Kenneth Baker’ 
- a Kenneth Baker who was not so dUigenl about payrng his bills. This other man had racked up 
numerous delinquencies, chatgeefis, collections and judgments against him. These black marks 
! showed up on Kenneth's credit report, making it impossible for him to get a mortgage. 

Kenneth made enormous efforts to fix these errors and get a mortgage. He sent multiple disputes to 
the credit bureaus. He hired lawyers to write dispute letters to the bureaus. His letters explained how 
the other man's negative accounts had gotten mixed into his credit report, how he needed the problem 
fixed to gel a mortgage, and even how the bureaus procedures had caused similar problems in other 
cases that resulted in successful lawsuits against the bureaus. 

Kenneth applied unsuccessfully every month to get a mortgage, sometimes applying more than once in 
a month. Every time he tried, Kenneth had to explain to a mortgage broker how some other man’s 
negative accounts had gotten mixed into his credit history. Every time he had to explain this, Kenneth 
Baker became embarrassed and anxious. The constant rejections humiliated Kenneth, and he soon 
became depressed. 

On March 24, 2006, KenneOi Baker committed su'rcide. In his last dispute letter to Experian, he wrote 
of how his battle to fix his credit report had ‘destroyed his life.' In his surcide note, Kenneth referred to 
his ordeal with the credit bureaus. In this case, inaccurate credit reporting literally cost a man his life. 


' Complaint, Estate of Baker v. Hxperian Info. Solutions, Civ. Ae, 3:07-cv-00470 (Aug. 10, 2007). 
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II. BACKGROUND: CREDIT REPORTS AND THE FAIR CREDIT 
REPORTING ACT 


A. WHAT'S A CREDIT REPORT? 

A credit report (also called a credit history) is a record of how a consumer has 
borrowed and repaid debts. Almost every adult American has a credit history with the 
three major national credit bureaus: Experian, Equifax, and TransUnion. 

A credit report contains the history and status of many of a consumer’s credit 
accounts. It has basic personal information about a consumer— Social Security number, 
birth date, current and former addresses, and employers. The report also lists basic 
information about a consumer’s credit accounts, including the date the consOmer opened 
the account, the typre of account (such as real estate, revolving (credit card), or 
installment); whether the account is currently open or has been closed; the monthly 
payment; the maximum credit limit; the latest activity on the account: the current 
balance; and any amounts past due. 

Each account includes a code that explains whether the account is current, thirty 
days past due, sixty days past due, or ninety days ptist due, or if the account involves a 
repossession, charge off, or other collection activity. The report also includes the 
addresses and telephone numbers of the creditors. 

The report will list any accounts that have been turned over to a collection 
agency. In addition, a credit report will include certain public records information, such 
as court Judgments (and sometimes mere lawsuits), garnishments, tax liens, foreclosures, 
and bankruptcies. 

B. DISPUTE RIGHTS UNDER THE FCRA 

In 1970, Congress created the Fair Credit Reporting Act (FCRA) to protect 
consumers when dealing with credit bureaus. The FCRA limits who can see a 
consumer’s credit report, mandates how long negative information can remain on a 
report, and contains a number of identity theft protections. The credit bureaus, which are 
called “consumer reporting agencies” under the FCRA, are required to follow 
“reasonable procedures” to ensure the “maximum possible accuracy” of credit reports. 

One of the most critical FCRA protections is the consumer’s right to dispute 
errors in his or her eredit report. Under the FCRA, both the credit bureaus and the 
information provider have responsibilities to investigate disputes and correct inaccurate 
or incomplete infomiation. The provider of information is often referred to as the 
“furnisher.” Furnishers include banks, credit card companies, auto lenders, collection 
agencies or other businesses. 

If the consumer sends a dispute to a credit bureau, the bureau must investigate the 
items in question, usually within 30 days. The bureau can reject the dispute if it 
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determines the dispute to be frivolous or irrelevant. The credit bureau must conduct a 
“reasonable” investigation (sometimes called a “reinvestigation,” which is the term used 
in the FCRA) that includes reviewing and considering all relevant information submitted 
by the consumer. Within five days of receiving the dispute, the bureau must also notify 
the furnisher of the dispute, and the notice must include “all relevant information” 
provided by the consumer about the dispute. 

After the furnisher receives notice of a dispute from the credit bureau, the 
furnisher has its own duties under the FCRA. The furnisher must conduct an 
investigation, review all relevant information provided by the credit bureau, and report 
the results to the bureau. If the furnisher finds the disputed information to be inaccurate, 
it must notify all three of the national bureaus so that they can correct this information in 
the consumer's credit report file. 

When the investigation is complete, the credit bureau must give the consumer the 
written results and a free copy of the credit report if the dispute results in a change. If 
information is corrected or deleted, tlie credit bureau cannot put back the disputed 
information in the consumer's credit report unless the furnisher verifies that it is accurate 
and complete. The credit bureau also must send the consumer a WTinen notice that 
includes the name, address, and phone number of the furnisher. 

For tips on sending a credit reporting dispute, see Part V.A of this Report. 

C. CREDIT REPORTS ARE FULL OF ERRORS 

Despite the importance of accurate credit reports and the purpose of the FCRA to 
promote accuracy, errors are unfortunately quite common in the credit reporting system. 
Study after study has documented significant error rates in credit reports. An on-line 
survey by Zogby Interactive found that 37% of consumers who ordered their credit report 
discovered an error, and 50% of those were not easily able to correct the error.^ A study 
by the Consumer Federation of America and National Credit Reporting Association 
documented numerous serious errors in credit reports.^ One indication of the magnitude 
of such errors is the fact that 29% of credit files had a difference of 50 points or more 
between the highest and lowest scores from the three national credit bureaus. 

Studies from U.S PIRG and Consumers Union have found errors in 25% of credit 
reports serious enough to cause a denial of credit.* Even the trade association for the 
credit bureaus - the Consumer Data Industry Association (CDIA) - has admitted that, out 


* Zogby Interactive, Most Americans Fear IJetility Theft, Zogby’s American Consumer, Ai>ril 2007, at 3. 

’ Consumer Federation of America and National Credit Reporting Association. Credit Score Accuracy and Impliculians 
for Consumers. December 17, 2002, avoitoble at 

www.consumetfcd.org/pdfs/12l702CFA_NCRA.Cn!dil_Scote_Report_Final,pdfr'(CFA-NCRA study"]. 

* /ti at 20. „ , „ , , 

‘Nat’l Ass’n of State PlROs, Mistakes Do Happen: A Look at Furors in Consumer Credit Reports, at 1 1 (2004); 
Consumers Union, HTial Are They Saying About Me? The Results of a Review of 161 Credit Reports from the Three 
Mrftor Credit Bureaus (Apr. 29, 1991). 
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of 57.4 million consumers who ordered their own credit reports, 12.5 million (or 21.8%) 
filed a dispute.^ 

The FTC is currently undertaking a comprehensive study of errors in credit 
reports using a consultant to help study participants order and review their credit reports. 
In the pilot phase of the study, 53% (16 out of 30) of consumers found an error in their 
credit reports. Sixteen percent of the consumers found errors that either would have 
likely had a material effect on their credit score (3 out of 30), or the effect was uncertain 
(2 out of 30).’ The study may have undercounted the error rate because it was skewed 
toward consumers with high credit scores, who the study indicated “not surprisingly” 
were less likely to have major significant errors in their credit reports.* 

The credit reporting industry has attempted to rebut charges of systemic 
inaccuracies in credit reports with their own studies, claiming that fewer than 3% of 
credit reports are inaccurate.® However, the industry reached this statistic by counting as 
“inaccurate” only those credit reports in which the consumers fulfilled all four of the 
following criteria: (1) were denied credit; (2) requested a copy of their credit report; (3) 
filed a dispute; and (4) the dispute resulted in a reversal of the original decision to deny 
credit. This study did not include inaccuracies in the credit reports of consumers who did 
not apply for or were denied credit, had not filed a dispute, or who did not seek a reversal 
of the original denial of credit. This could be a significant number of consumers for 
many reasons, such as the fact that some lenders do not deny credit but instead simply 
charge more if the consumer has an impaired credit report, and the barriers faced by 
many consumers who do not file disputes even when they know of blatant errors. 

Indeed, many consumers with errors in their reports do not send disputes because 
of barriers such as lack of lime or resources, educational barriers, and not knowing their 
rights. In the FTC study discussed above, only one of the consumers who definitely had 
a major error in his/her credit report was successfully able to dispute it, despite the 
assistance of the FTC’s consultant. Another consumer disputed on-line and the credit 
bureau did not respond. The third consumer explained that she did not file a dispute 
because “she was a single mother with twins and could not muster the time to file a 
dispute.” The consultant mused that “[wjc expected that participants would be motivated 
to have any errors in their credit reports corrected promptly. This did not generally 
occur.”'® 


* Federal Trade Commission and Federal Reserve Board. Repor! 10 Congreis on ihe Fair CncUl Reporting Act Dispute 
Process (Aug. 2006), at 12, available of 

wwsv ftc gov/os/conimenLs/fcradisnulc/l‘()448(lglcrailisp>llegroccMl-cllornoCQllttre«,Bdf . Iheteinarier "FTC/FRB FCRA 
Dispute Process Report”]. 

’ Federal Trade Commission, /o Congress Under Section 319 of the Pair and Accurate Credit Transactions Act 
ei/'2(WJ(Dccemter2006), Appendix at 15. ova//«We or hihils t 12.ncH' Ihc ft • “FTC Pil S d 

Accurac>’”J. 

at 15.16. . ^ ^ . 

* Federal Trade Commission, Report to Congress Under Sections 3 18 and 319 of the Fair ana Accurate Credit 
Transactions Act of 2003 (Dec. 2004), at 25. availabie at htlo:/Av\v\v. ft c.gov/rcDt)i1s/racta/04 1 209 raclurptrPd C 
(hereinafter “FI’C 2004 FACTA Report”! (citing an Arthur Andersen study commissioned by the credit bureaus). 

^ FTC Pilot Study on Accuracy, Appcndi.x at 17. 
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Even using the industry’s low estimate of a 3% serious error rate, there are over 
200 million consumers in this country with a credit report on record at the credit 
bureaus." Thus, 3% of 200 million files would mean that inaccurate credit reports are 
affecting the economic well-being of 6 million Americans. One of the primary purposes 
of the FCRA is to give these consumers the right to have the errors investigated and 
fixed. 


D. FREQUENT TYPES OF CREDIT REPORTING ERRORS 

There are many types of errors in credit reports; we focus on a few of the most 
egregious. 

Mixed flies 

Mixed or mismerged files occur when credit information relating to one consumer is 
placed in the file of another, thus creating a false description of both consumers’ credit 
histories. Mismerging occurs most often when two or more consumers have similar 
names. Social Security Numbers (SSNs), or other identifiers (for example, when 
information relating to John J. Jones is put in John G. Jones’ file). 

Mixed or mismerged files are a frequent problem. One study found that 44% ol’ 
credit reporting complaints to the FTC involved mismerged files. Of these complaints, 
64% had total strangers’ files mixed in, while 36% involved information belonging to 
relatives or former spouses.'^ Another study found that one in ten files contained at least 
one, and as many as three, additional credit reports. It was very common for the 
additional reports to contain a mixture of credit information, some of which belonged to 
the subject of the report requested and some which did not. " 

Mixed files also result in debt collection harassment and lawsuits against innocent 
consumers. One of the first steps a collection attorney will take when he or she receives 
an assigned file is to request a skip trace from one of the national credit bureaus. These 
reports are often the broade.st matched files provided by the bureaus. It is common for 
collection attorneys to receive an incorrectly matched report and to sue the wrong 

14 

consumer. 

Mixed files occur largely because the credit bureaus’ computers do not use 
sufficiently rigorous criteria to match consumer data precisely, even when such unique 
identifiers as SSNs are present. For example, the credit bureaus will include information 


” 1-TC/FRB FCRA Dispute Process Report al 3. 

U.S. Public Interest Research Group, Credit Bureau's: Public Enemy HI at the FTC, October 1993. In this sample. 
U.S. PIRG analy 2 ed 140 complaints to the FTC. 

CFA-NCRA Study at 10. 

Credit Reports: Consumers* Ability to Dispute and Change Inaccurate Information: Hearing before the House 
Committee on Fimncia! Services, \ lOth Congr. (2007) (statement of Leonard A. iiennetl), al 10, available at 

Testimony”) 
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in a consumer’s file even when the SSNs do not match, but other information appears to 
match.'* Thus, they have been known to mismerge files when the consumers’ names are 
similar and they share seven of nine digits in their SSN. 


Angela Williams'^ 

Angela Williams, a medical Iranscriplionisl from Orlando, Florida, had a bad credit report. Her Equifax report 
included at least 25 accounts showing negative information. The problem was that none of these accounts 
belonged Angela Williams. Instead, they belong to Angelina Wiliiams, a woman whose oniy connection with 
the medical Iranscriptionisl was a similar name and a Social Security number that was almost the same - the 
last two digits were reversed. 

Angela Williams spent a total of 13 years trying to get her credit report fixed. She sent dispute after to 
dispute to Equifax, Occasionally, Equifax would delete one of false accounts from Angela’s credit report, 
only to have the account show up again later. Even after being notified of this problem through Angela's 
disputes, new accounts from the other woman would appear In Angela's report 

Worse yet, creditors and debt collectors who were pursuing the other woman would order reports from 
Equifax and get Angela's infonnation. Soon they started wrongfully pursing Angela for the other woman's 
debts. 

These repealed errors over a 13 year period took an enormous toll on Angela Wiliiams. Her credit score 
dropped into the 500s - well below the subprime cutoff. She was denied credit repeatedly and even told to 
leave one store after an employee viewed her credit report. The ordeal caused Angela tremendous stress 
and frustration. Finally, she sought the assistance of a lawyer and filed a lawsuit against Equifax. 

Equifax fought this lawsuit long and hard, despite glaring evidence that it had mixed up Angela William's 
credit report with that of the other woman. In November 2007, a jury found in favor of Angela Williams, and 
entered a verdict against Equifax for $219,000 hi actual damages and $2.7 million in punitive damages. 


Mixed files could be prevented by requiring the credit bureaus to use strict 
matching criteria when placing information into a consumer’s credit report. The most 
critical reform would be to require an exact match of Social Security numbers. The credit 
bureaus could reduce mixed file problems by merely requiring an eight of nine SSN 
match and a flag if that match isn’t perfect. However, the credit bureaus have chosen to 
be excessively and unreasonably over-inclusive because, as the FTC noted in a 2004 
report mandated by the Fair and Accurate Credit Transactions Act of 2003: “lenders may 
prefer to see all potentially derogatory information about a potential borrower, even if it 
cannot all be matched to the borrower with certainty. This preference could give the 
credit bureaus an incentive to design algorithms that are tolerant of mixed files.” 
Indeed, an erroneously low credit score may even provide the furnisher with more profit. 


'• FTC 200‘l FACTA Kepurl at 40. 

e.g., Apodaca v. Discover Fin. Servs. 417 F.Supp.2d 1220 (D.N.M. 2006). 

'’CoruKmer yicloiy. Equifax Must Pay $2.9 million for Mating Up Credit FUes.HK Cmmmet Aiwem, Vol. 14, 
No. 1, National Association of Consumer Advocates (Jan.-Mar. 2008) at 14; Consumer WinsFIglu For Credit Repori 
Accuracy, Privacy Times. Dec. 6, 2007. 

'* FTC 2004 FACTA Report at 47. 
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because the consumer will be charged a higher rate, a practice known as “risk-based 
pricing.” 


The credit bureaus have been aware of mixed file errors for decades.” In the 
early to mid-1990s, the FTC reached consent orders with the credit bureaus requiring 
them to improve their procedures to prevent mixed files.“ However, over a decade later, 
mixed files remain a significant problem. Despite the recognition of the continuing 
nature of mixed file issues in its 2004 report, the FTC has not required the credit bureaus 
to improve their matching criteria. 

Identity Theft 

Identity theft is often called the “fastest growing crime” in this country, with an 
estimated eight million consumers victimized by some form of identify theft every year.^' 
Identity theft itself presents a serious source of inaccuracies in the credit reporting 
system. The identity thief, however, is not the only culprit. Credit bureaus and 
furnishers bear a share of the blame as well. 

The credit bureaus’ loose matching procedures, discussed above, contribute to 
identity theft problems. For example, if a thief has only adopted the victim’s first name 
and Social Security number but not his or her last name or address, the algorithm used by 
credit bureaus to “merge” information often will incorporate the thief s information into 
the victim’s file at the time the bureau compiles the report. Once the fraudulent debt is 
reported, often after default and non-payment, and especially when collectors begin 
attempting skip trace searches, the account ends up merged into the victim’s file even 
though many of the identifiers do not match. Accordingly, the “identity theft” is really 
characterized as a hybrid of a mixed file problem. 


[ The Ulchfields-^ 

I Susan and David M. Litchfield of Noraell, Massachusetts, battled the credit bureaus for six years to erase 
i numerous debts on their record that were incurred by a David J. Leighton of Tampa. The Litchfields even 
I obtained a copy of one credit card agreement they had allegedly signed, vrhich upon review showed 
I Leighton's signature, along with David M. Litchfield's Social Security number neatly penned in. 

' Even with Ihis evidence, the credit bureaus did not fix the errors. The Litchfields sent disputes to all three 
bureaus telling them of the apparent fraud, to no avail. They disputed more than a dozen items on the 
report, including a Tampa child support order for $1 9,060 on their Experian report. 

The bureaus' nonresponsive was costly to the Litchfields, who were rejected for a student loan for their 
daughter, h^thejrcrgdjlcanf interest rates raised to penally levels, and were forced to pay more tor a 


For an example of a mixed file case dating from the late 1970s, see Thompson v. San Antonio Retail Merchants 
Ass'n, 682 F.2d 509 (5th Cir. 1982), 

“FTC V. TRW, Inc, 784 F. Supp. 361 (N D. Tex. \99i), amended by (H.D. Tex. Jan. 14, 1993); In the Matter of 
Equifax Credit Information Services, Inc., 61 Fed. Reg. 15484 (Apr. 8, 1996) (consent order). 

“ Synovate, Federal Trade Commission - Identity Theft Survey Report, Nov. 2007, at 3, available al 
httpVAvsvw.ftc.gOv/oar2007/l irSynovateFinalRcportlDIheft2006.pdf. 
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home equity loan from (he bank where Susan Litchfield had done business her entire life. "I just sat here and 
cried," she said. 

Finally It took (he intervention of the Boston Globe for TransUnion to agree to work with the Litchfields. 

What happens to identity theft victims who don't have the assistance of a major metropolitan newspaper? 


Furnisher errors 


Furnishers can often be the source of errors in credit reports. Furnisher 
inaccuracies primarily fall into two categories types. First, the furnisher might report the 
consumer’s account with an incorrect payment history, current payment status, or 
balance. The error might be due to a misapplied payment or data entry error. Sometimes 
these errors occur because the creditor has not complied with industry reporting 
standards, such as the Metro 2 format. 


George Saenz^ 

George Saenz's credit report became another victim of the broken American health care system. In 2001, he 
incurred a $512 medical bill that he couldn't pay. It went into collections and was sold to NCO, a large debt 
collector. NCO reported the debt to the credit bureaus. 

NCO contacted Saenz, and in August 2003, accepted a compromise payment of $333 in full satisfaction of the 
outstanding debt. Justifiably thinking that he had cleared the debt, Saenz sent a dispute to TransUnion 
informing the bureau that he had paid off the NCO account. 

TransUnion turned around and referred the dispute to NCO. Despite the fact that Saenz had just paid off the 
debt, NCO's automated systems responded to TransUnion that the debt was unpaid. 

Saenz sent a second dispute on September 30, 2003. This lime he included documentary evidence that the ' 
dispute had been paid, including a letter from NCO offering to settle the debt for $333, a receipt for a $333 
money order payable to NCO, and a certified mall receipt. 

TransUnion sent a second automated dispute form to NCO. However, TransUnion did not provide NCO with 
copies of the documents sent by Saenz, nor did it ask NCO about the authenticity of the documents. In fact, 
TransUnion didn't even ask NCO whether NCO had received the $333 payment. 

NCO's automated system again erroneously verified that Saenz had not paid off the debL Frustrated. Saenz 
filed a lawsuit against NCO and TransUnion. In January 2007, three and a half years after Saenz paid off the 
deb t, Md only after a federal lawsuit was til ed, did TransUnio n re move the debt from his credit report, 

The second type of dispute involves furnishers who have attributed a credit 
account to a consumer who does not owe the debt, often called an “ownership dispute.” 
This type of dispute often involves a spouse or other authorized user who is not 
contractually liable for a debt. Other times, the consumer may have been the victim of 
identity theft. According to credit reporting industry statistics, these “ownership” 


“ Belli Healey, Credit Agencies Lag on Errors, Fraud, Boston Globe, Dec. 28, 2006. 
" Saenz v. TransUnion. LI.C, 2007 WL 2401743 (D. Or. Aug. 15. 2007). 
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disputes are among the most common, as the bureaus use the dispute code “consumer 
states account is not his/hers” over 30% of the time. 

Any error sent by the furnisher in its computer file automatically appears in the 
consumer’s credit report, even if the information patently contradicts information 
appearing in other parts of the credit report. The national credit bureaus unfortunately 
fail to exercise virtually any quality control over the information initially provided to 
them by furnishers. The credit bureaus blindly rely on furnishers and provide no 
oversight of the quality of the information being reported. This unquestioning acceptance 
and re-publication of furnisher information invites abuse. This is especially true when it 
comes to debt collectors and debt buyers, who present their own special types of errors. 


Charles Kitrg^* 

Charles King's ex-gitlfiiend did a number on him. She opened up at least one, if not more, credit card 
accounts in his name, charged them up, and stuck him with the bill. After charging off the account as 
delinquent, First Consumers Nattonal Bank sold an account in King's name to Asset Acceptance, a large 
debt buyer. As usual for debt buyers. Asset Acceptance did not have any of the original account documents 
from First Consumers. 

The debt showed up on King's credit report under Asset Acceptance's name. King justifiably disputed this 
I information to the credit bureaus. After all, he was the victim of identity theft. He had not opened the 
account or used the credit card. 

The credit bureaus referred the dispute to Asset Acceptance. In turn, all that Asset Acceptance did was to 
merely compare the data in its Wes - the same Wes that had produced the disputed information - with the 
identical information that the bureaus were naturally then reporting. Asset Acceptance did not request the 
original documents from First Consumers - documents that might have shown the signature on the credit 
card account did not match King's signature. 

Instead, Asset Acceptance's usual procedure in an identity theft investigation was to ask the consumer to 
send it a fraud affidavit - and Asset did not even make this request in King's case at all. How did Asset 
Acceptance conduct proper investigations for identity theft without looking at the signature on the original 
credit card application to see if it was forged or not? 


Re-asinv of obsolete debts 

A type of abuse by debt collectors that results in inaccurate reporting is the “re- 
aging” of obsolete debts. The FCRA requires most consumer debts to be deleted from a 
credit report after seven years from the date of charge-off or 180 days after the 
delinquency.^^ “Re-aging” occurs when debt buyers purposefully misrepresent the 
critical date of delinquency, which is the trigger date from which the seven years is 
counted. Debt buyers report a date of delinquency that falls within the seven-year period. 


^ King V. Asset Acceptance, 452 F.Supp.2d 1272 (N.D. Ga. 2006). 
” 15 US.C. § IfiSlcfa). 
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thus resurrecting long dormant and nearly worthless debts with the simple act of false 
credit reporting. 

This problem has grown particularly prevalent and profitable in recent years with 
the emergence of a multi-billion dollar distressed debt industry that buys, sells, and re- 
buys large portfolios of defaulted and time-barred debt for pennies on the dollar and then 
duns vulnerable consumers for inflated sums. In 2000, the FTC imposed a $2 million 
civil penalty against one debt buyer. Performance Capital Management, for repeated 
instances of re-aging debts as well as conducting inadequate perfunctory investigations.^* 

The credit bureaus play a role in re-aging abuse as well, failing to control properly 
for debt buyers who are effectively gaming their systems. The Seventh Circuit expressed 
its concern over Equifax’s procedures concerning the “Date of Last Activity” field, which 
is the date used by Equifax to calculate the seven year expiration period. The Seventh 
Circuit noted that Equifax’s procedures for this date field could “effectively allow 
Equifax the opportunity to keep dclinq^uent accounts in the credit file past the seven and 
one-half year limitation of’ the FCRA. ^ 


Steven Rosenberg^ 

Sometime in the early to mid 1990s, Steven Rosenberg had received a phone call from a debt collector about a 
debt he owed to Fleet Bank. Rosenberg couldn't recall any debt he owed Fleet, and told the debt collector so. 
The debt collector responded that the debt arose from an account Rosenberg had with NatWest Bank in the 
1970s (which Fleet acquired). Rosenberg had closed his account with NatWest In the 19S0s, and denied he 
owed any money when he stopped banking there. 

About ten years later, in April 2003, Rosenberg received a letter from Cavalry Inveslments, a buyer of bad 
debts, attempting to collect a debt it had bought from Fleet Bank. Again, Rosenberg denied he owed a debt to 
Fleet. More importantly, he discovered that Cavalry had reported the debt to the credit bureaus with an 
’opening date’ of December 2001 . 

At about the same time, Rosenberg had been attempting to refinance his mortgage. The lender approved his 
loan, on the condition that he pay off the debt to Cavalry, Rosenberg refused to pay - he believed he did not 
owe the debt. He retained a lawyer, who sent a dispute to Cavalry indicating that the alleged debt, even if 
Rosenberg owed it, was at least a dozen years old. Rosenberg also sent a dispute to Equifax. Equifax in turn 
sent the dispute to Cavalry, requesting that Cavalry confirm the ’date of last activity" and ’opening date’ of the 
account. 

Cavalry ’verified' the report. Fortunately for Rosenberg, Cavalry failed to provide the requested dates, and 
thus the account was deleted. However, the harm from the illegally reported debt - a debt that, even if 
Rosenberg owed It, was from the 1980s and thus about 20 years old- was done. Interest rates had risen by 
then. 


" U.S. v. Performance Capilal Management (Bankr. C.D. Cal 2000) (consent decree), available al 
hltp://w\vw.ftc.gov/os/2000/08/pcrronnconscnt.hlm. 

^ Gillespie v. Equifax Information Services, 484 F.3d 938 (7th Cir. 2007). 

“ Rosenberg v. Olivary Investments, I,.L.C., 2005 WL 2490353 (D. Conn. Sept. 30, 2005). 
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III. YOU CALL THIS AN INVESTIGATION? 


llie FCRA does not impose strict liability for inaccuracies. Instead, it requires 
the credit bureaus to “follow reasonable procedures to assure miximum possible 
accuracy.” That is the first level of protection for accuracy in credit reporting. 
Unfoitunately. Pari 11 of this repoit shows that the credit bureaus do not always meet their 
obligations for this level of protection. 

For those consumers for whom this first level of protection fails- whether it be 3% 
or 25% of the U.S. adult population- Congress enacted a second level of protection; the 
dispute process. The dispute process is the safety net when something goes wrong in the 
processing of billions of pieces of data for hundreds of millions of files. 

The dispute process is critical to ensuring the accuracy of credit repotting, and to 
protecting the rights of the millions of consumers whose livelihoods, housing, insurance, 
and access to credit depend on accurate reporting. Congress’s intent in enacting the 
FCRA's dispute process and its societal importance were plainly stated by Senator 
William Proxmire when the FCRA was first introduced in the U.S. Senate: 

It would be unrealistic to expect credit reporting agencies to be absolutely 
correct on every single case. But it seems to me that consumers afiected by an 
adverse rating do have a right to present their side of the story and to have 
inaccurate information expunged Irom their file. Considering the growing 
importance of credit in our economy, the tight to fair credit reporting is 
becoming more and more essential. We certainly would not tolaate a 
Government agency depriving a citizen of his livelihood or fiecdom on the 
basis of unsubstantiated gossip without an opportunity to present his case. And 
yet this is entirely possible on the part of a credit reporting agency. 

1 15 Cong. Rec. 2412 (1969). 

Thus, the dispute process is supposed to be the safety net for consumers plagued 
by inaccurate credit reporting. Unfortunately, the industry has created gaping holes in 
that net. The credit reporting dispute system in its current form is fundamentally flawed. 
The credit bureaus have created an automated and perfunctory process that is a mockery 
of how a real dispute process should function. This automated dispute system involves 
credit bureaus converting detailed consumer disputes into cryptic two or three digit 
codes. The bureaus forward these cryptic codes to the furnishers but do not forward the 
underlying documentation sent to them by consumers. 

Furnishers have a role in this automated Injustice. Their investigations of disputes 
sometimes involve merely verifying that the information matches their own computer 
records, without undertaking a meaningful examination of the underlying facts. The 
bureaus accept whatever the furnishers tell them without conducting an independent 
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review. The continued result of this lackadaisical investigation system is that consumers 
find it e.\trcmely difficult, frustrating, and expensive to dispute errors. 

A. HOW AN INVESTIGATION SHOULD WORK 

Most people have a general e.xpcctalion of what an “investigation” of a credit card 
or loan dispute should look like. An investigation should involve reviewing documents, 
researching facts, interviewing witnesses, or comparing handwriting. For example, 
consider the deposition testimony of a bank employee who once worked as a fraud 
investigator for Zales Jewelers. This employee described how her fraud investigations 
for Zales included:^ 

• gathering original documents, including the credit application, the sales tickets, 
and any statements from the store peraonnel that were in written form; 

• gathering copies of identification and police reports; 

• examining the signature of the purchaser on the sales ticket and account 
application; 

• interviewing store personnel, including the store manager, where possible, and the 
sales associate who had handled the actual transaction; 

• preparing statements to be signed by store personnel or taking notes of interviews; 

• interviewing the fraud victim because “often they would have additional 
information that would help us in locating a suspect or determining how the fraud 
or forgery had occurred." 

This description probably matches with most consumers’ understanding of what 
should happen in an investigation. Unfortunately, these steps, or anything resembling a 
real inquiry, rarely occur in a credit reporting dispute. 

B. HOW IT REALLY WORKS: THE E-OSCAR SYSTEM 

In contrast to the meaningful and substantial investiption described above, credit 
bureaus have developed a highly automated, computer-driven system that precludes any 
real investigation. This system converts the often-detailed and painstakingly written 
dispute letters into nothing more than a two or three digit code, sometimes with a few 
lines of narrative. 

The credit reporting industry uses a standardised form to communicate disputes to 
furnishers, called a Consumer Dispute Verification form (CDV). An automated version 
of the form, communicated entirely electronically, is known as Automated Consumer 
Dispute Verification (ACDV) form. The credit bureaus initiate a request for an 
investigation with the fumislier by sending an ACDV through an automated on-line 
processing system called •‘^OSCAR" (Online Solution for Complete and Aa-urate 
Reporting), in 2006, the industry reported that 83% of disputes were processed using c- 


® Oefoalna of Rli 2 «boh Aidlmd. Smilh *. adfioavciil Rettii Son ices, No. 3K16eva)!9S6 (N.t). Cd Moreh 23. 
2007). 
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OSCAR. Furthennore, each of the three national credit bureaus had announced plans to 
require that all disputes be processed using e-OSCAR.” 

An ACDV simply consists of a few items: identifying information about the 
consumer in the credit bureau's file; one or two codes summarizing the consumer’s 
dispute; and, in some cases, a one-or-two-line frec-fotm narrative field that supplements 
the dispute codes. The credit bureau employee selects a specific dispute code from 
among twenty-six offered by the e-OSCAR system, such as “Not his/hers" and “Claims 
account clos^." These codes are often contained in a dropdown “pick list."'' 

This automated system is heavily dependent upon these standardized dispute codes. 
Yet these codes are entirely inadequate in many instances to properly convey information 
about a dispute. As many as 80% of consumer disputes are written." These written 
disputes oftCT consist of a detailed letter with supporting documentation, painstakingly 
written by concerned and even desperate consumers. All of these documents, including a 
consumer's careful description of a specific dispute, fashioned to make detection and 
correction easy, are reduced to a two or three digit code that the bureau employee who 
glances at the material believes best describes the dispute. 

The code is sent to the furnisher without supporting documentation provided by 
the consumer - documents such as account applications, billing statements, letters, and 
payoff statements that can show overwhelming and even conclusive proof. These critical 
documents are left out of the investigation process, which itself may violate the FCRA as 
discussed below in Part Ill.F. 

Even worse, the credit bureaus reduced the number of dispute codes from 100 
choices under their prior system, to 26 under e-Oscar." Most shockingly, of these 26 
codes, the credit bureaus use the same four or five codes for the vast majority of all 
disputes. According to the testimony provided in congressional hearings, credit bureaus 
used the following codes in the following percentages of disputes:" 


Not hislicrs 30.5% 

Disputes present/previous Account Status/'History 21 .2% 

Claims Inaccurate Information. Did not provide specific dispute 16.8% 
Disputes amounts 8-8% 

Claims account closed fay consumer 7.0% 

Total 84.3% 


Once the dispute is purportedly investigated, the credit bureaus then send generic 
and uninformative letters staling that an investigation has been made, without including 


“ FTC/FRB FCRA Dopwe Process repon « 16. 

Lcooani Benoen Testtfoocy U 21. 

^ See Deposition of Eiteco Little, Evantash v. G.E. Capital Mortgage, Ov. Action So. 02-C\'*ll8S (EJ). Pa. /an. 25. 
2003) 

” Leotard BeancH Testunony at 28. 

“W. 
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any details as to whom they have contacted and what information was obtained or relied 
upon for a final determination. As the Seventh Circuit Court of Appeals has noted, the 
ACDV process is often “cryptic” and "meaningless”: 

It seems that Experian has a systemic problem in its limited categorization 
of the inquiries it receives and hs cryptic notices and responses. For 
example, there is the meaningless communication [plaintiff] received from 
Experian in response to her notice of dispute: “Using the information 
provided the following item was not found: Grossinger City Toyota.” 
Another example is the opaque notice of dispute sent by Experian to U.S. 

Bank: “Claims Company Will Change or Delete.” Moreover, in what 
appears to be an unresponsive form letter rather than the report of an 
adequate investigation into her claim, [plaintiff] was notified that the 
“Paid/Was a repossession” notation would remain in her report and the 
' ' e would be the addition of: “Account closed at consumer’s 



Mien is a •Repossession' Net a Repossession?* 

Rosemary Krajewski did nolhing more dan any mother would have done -she helped her ex-husband 
and father of her children get a car in 2004 by co-signing Ihe loan and she 4d not obiect when her ex- 
husband let their adult s«i Joseph use die car. She drove Ihe car only onoe. and if was stored at her ex- 
husband's home. 

In Apnl 2006. Joseph was errestedm the car and the police towed it to an impoundment lot Asa result 
the toder on the car loan - American Honda Fnance - repossessed tie car based on line prill ii die loan 
agreement Amerkan Honda reported the repossess to the credrl bureaus tut faded to report that the 
repossession was based on a polk* seizure and diai neither KiajewsW nor her ex-husband had aed to 
make any of die payments due under the loan. 

Despite this heavy-handed treataent Krajewslri even tried to do the right thing by taking a loan from a 
finance rxmipanylo pay off American Hoiida. Because of tie black mark on her creril report hovre'/er, 
she was unable to get the financing. 

Krajewski tried to tel her side of Ihe sloiy by sending a dispute to TrarvsUnion ii October 20(16 slating that 

Amencai Honda's report of a repossessixi on her credit report was incorrect because she had never 
missed a payment on tie car loan, the car was impropedy repossessed, and tiere was no default on the 
loan- But TransUnion did not islen. 

Instead, TraisUnkxi sent American Honda an ACOV that unhelplully explained ’[cjlaims company will 
change. Verify all accouni infbrmaSon • Tbs ACDV dkl not ask Amehcan Honda lo verify payment history 
in response to Krajewskfs asseit'on diat she had not pad late on Ihe account The ACDV did not menSon 
that Krajewski claimed the repossesskin report was incorrect because it was leaHy a pofice seizure caused 
by her son. 

American Honda, of course, merely compared the inlomation on die ACOV lo ils own computer records 


” RufTiii-Thonipkiiu v. Experian Info. Sdulions, liKC, 422 F.3d 603, 610-61 1 (7lh Cir. 2005) 
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aid vaiEed al nfbnnalian as accurate. Kraptski Sled a secend dispute in January 2007, w(i he same 
result. 

So despite the fact that stie never missed a payment on he Honda loan, atmost never drove the car. Mn't 
even gsragehe caratherhome, andhe 'ret»5session' was he resultof her adUt sot being anested In 
Re car, Krajewski was forced to file a lawsuit to remove he erroneous inftiimalion on her credit report hat 
sbewashesubjectola repossession and thus not creditworhy. Krtflewslcj didnohingmoreftanlielpher 
ex-husband land American Honda) by co-signiig to loan to mate sure It was paid - wheh 3 was - and her 
reward was a ruined aedit record hatsbecouldnolg^Ssedwihouta lawsuit 


C. OF CLERKS AND AUTOMATONS 

The role of the credit bureau employees allegedly assigned to “investigate” credit 
reporting disputes is extremely limited. Both the internal handbooks of the credit bureaus 
and evidence in FCRA lawsuits indicate that the primary job of these employees, or in 
some cases outsourced vendors, is no more than selecting the appropriate dispute codes 
sent to the furnisher. 

For example, TransUnion’s dispute processing manual instructs its employees or 
vendors in relevant part:” 

1 . Identify the Line item. (“[Ijdentify the tradeline.”) 

2. Open the Disputes Screen. 

3. Add Claim Codefs). (“Based on the information the consumer provides, select a 
Claim Code from the Claims drop-down list and chose Add.") 

4. Add Consumer Comment (“Add a Consumer Comment if tire consumer provides 
additional details about the dispute that is not addressed by the current Claim 
Codes.")” 

5. Select an Address. (“If the subscriber/data furnisher has more than one 
address... .The CDV will be sent to the displayed address.”) 

6. Finish opening the Dispute. (“Choose ‘Done.’") 

What is of course missing from this procedure is the exercise of any discretion by the 
bureau employee or outsource vendor. I'ransUnion’s procedures were further elaborated 
upon in this deposition of an employee who performed dispute processing before her job 
was outsourced to a vendor in India: ” 

Q. [If the] consumer says, T dispute this credit card account, here’s the 
account number, it belongs to my husband, not to me, what would you 


“ Ktajewdu v. Aroericm Howto Finance Cotp., 557 F.Supp’d 596. 614 (E,D. Pa. 2008). 

” ’■CoosunKr Disputes," Tiansl'nkio CRS Manual, Sqx. 28, 20W, at M. as cited in Leouarc Bcnnen Testimony ai 
24-25. 

** Htis Consunter Commeat field, atoo called tlic ’TCRA ReJevtn! lnfonMlio*i’' fidd, is used infrequenily. as 
discussed in Part IlLF. 

Mullins v-TrapsUawo. Civ. Ac. No. JrOfcvStt, Sept 21.2006, as cited in Teoiurd 

Berjictl Testimony at 25-26. 
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have done if you were complying with TtansUnion’s procedures in August 
•05? 

A. I would dispute the account with the appropriate claim code. 

Q, How would you do that? 

A. In the computer. [...]! would click on the account and select the 
appropriate claim code. Once you hit okay, it says open, which means the 
dispute on that account has been opened. 

Q. After you put the dispute code and click on the dispute, do you have 
any other role in the investigation or dispute process for that account? 

A. No. 

Q. It just gets sent onto the creditor, and your job as to that dispute is 
done, right? 

A. Correct. 

Q. It would be fair to say that if you were complying with TtansUnion’s 
policies, you’re not as an investigator or as a dispute processor making 
any judgment calls or exercising any discretion about whether a consumer 
really owns the account? [. . .] You’re not exercising that discretion? 

A. No.[...] 

Q. How does TtansUnion instruct its employees to process the dispute? 

A. In the system. 

Q. By taking the consumer’s dispute, summarizing it into a claim or 
dispute code, inputting that into the system and sending that code to the 
creditor? 

A. Correct 

Q. Is there any other pan of an investigation besides that that TtansUnion 
has instructed its employees is required? 

A. No. 

Equifax’s procedures are substantially similar. In a March 2007 deposition, 
Equifax’s Vice President of Global Consumer Services described that bureau’s 
“reinvestigation" process accordingly: * 

Q: What knowledge do you have as to the mechanics of how a DDC 
Filipino employee would process an Equifax dispute? [. . .] 

A: The electronic image would be displayed on their screen. They 
would have an .ACIS (Automated Consumer Interview System] screen that 
they would use. They would then look at the electronic image. They 
would read off the identifying information, enter |. . .] that ID information 
into the system, access that credit report. At that point, they'd be able to 
determine if they were looking at the correct file. If they were, they'd go 
further. They'd read the letter, they gain an understanding of the issues at 
hand, and they'd look at the credit report to see if the credit re^rt at that 
time reflects that If it does, they would send those particular items to the 


“ Beposuion of Gatj Poet. Fule V. Ei?jjfK, Ov. At No. iOfevSIt, Mm!i 15, ZOM, as cilo) io iMmU Braocn 
Tcstimoi9^a!22-2J. 
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data furnisher or fumisheis. They would request that an investigation be 
slatted. 

[....] 

Q: Right. But they're not -they're not going to handle whatever 
response the creditor may provide? 

A: That's correct. 

Q: Do DDC employees have telephones on their desk? 

A: I do not believe so. 

Q: As part of their compliance with Equifax’s procedures, do DDCs 
employees telephone consumers as part of conducting a reinvestiealion? 

A: They do not. 

Q: Do they telephone creditors, the furnishers, as part of conducting a 
reinyestieation? 

A: They do not. 

Q: Do they telephone anybody horn outside DDC or Equifax as part of 
conducting a reinvestigation of a consumer dispute? 

A: They do not. 

Q: What about e-mailine any of those non-Eouifax. non-DDC people, 
creditor, consumer, or third party? 

A: They should not be - they do not e-mail them . 

Q: And what about fax machines? 

A: [. . .] They do not have fax machines either . 

Q: Under what circumstances will a DDC employee forward the 
consumer's actual dispute letter or documents the consumer provided to 
the furnisher, the creditor, as part of a reinvestigation? 

A: A mechanism docs not exist to forward the actual documents. 

As this deposition shows, the only human intervention by the credit bureaus’ 
employees is to determine the appropriate two-or-three-digit code to enter in a computer 
message to the creditor. No independent discretion is exercised. No information is 
“considered” in the investigation. The credit bureau’s employees or vendors only action 
is to transfer the consumer’s written dispute, of whatever detail, into a dispute code. In 
fact, other than the unusual and rare “VIF’ disputes handled by the credit bureau 
attorneys or legal support, there is not even human contact between the furnisher and the 
creditor source. 

Experian’s procedures are no more rigorous than those of TransUnion or Equifax. 
Its employee testified: 

Q. After you receive a dispute such as Exhibit I (a multipage dispute 
Icuer with nearly 60 pages of supporting documentation], if you were 
following Experian’s mandate or requirement, you would plug the 


*' Depwitajo of Bieftda Hahleo, Beck v. Fxocnan. Civ. Ac. No. t.PSCVMt (EJ>. VaX tunc 29, 2005, as cireij ii 
Lminn) Bconcn TesliBioay *1 26 
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information into the computer, the name, address and social, and pull up 
the file on the screen, correct? 

A. Yes. 

Q. You svould then review to learn what items were being disputed, is 
that correct? 

A. Yes. 

Q. WTiat is the next step that you would follow if you were obeying 
Experian? 

A. I would process the items. (...) I highlight on the [tradelinc] item, and 
I enter the option. [. . .] 

Q. What options do you have to choose from? 

A. I would choose the one 'the consumer states the item is not theirs due 
to fraud.’ 

Q. So there is a list of multiple choice options that you would click on? 

A. Yes. [...) 

Q. And can you list some of the other multiple choice codes you could 
click on? 

A. [After estimating that there were as many as 15 dispute codes] There's 
one for ‘not mine, for mixed file.’ 

What these depositions and internal credit bureau documents show is that their 
employees are no more than data entry clerks in the dispute and investigation process. 
None of the credit bureaus permit these clerks to consider and exercise discretion over a 
consumer’s dispute. WTien an Experian credit bureau witness was asked during another 
deposition, “What does Experian intend for its employees to do in order for them to 
obtain and review copies of the underlying documents on the dispute - from the creditor 
on the disputed account?,’’ the employee testified, “It’s not Experian’s policy to require 
or suggest that its agent ask for any underlying documents. Experian doesn’t train its 
employees to do handwriting analysis or various other investigative-type things that 
would be required of reviewing a credit application.”*^ 

Internet disputes involve even more automation, as there is usually no 
involvement of the credit bureau's personnel in the dispute process. The internet dispute 
forms provide a list of on-line check-boxes to select as the basis for the dispute. The 
check-box selected by the consumer is matched to one of the pick-list ACDV dispute 
codes and automatically sent to the furnisher without any human intervention. 


Deposition of Kimberly Husbes, Beck v. Bxnciiaii. Civ. Ac. No. 1 ;05CV347 (E D. Vi), June 30, 
2005, as cited in Leonani Bennett Testimony at 26-27. 
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D. FURNISHERS’ INADEQUATE INVESTIGATION 

As if the automated and perfitnctory nature of the e-OSCAR system were not bad 
enough, furnishers contribute to the problem by conducting inadequate investigations. 
Often, furnishers will merely verify the existence of disputed information, instead of 
actually investigating the dispute. They will not actually research the underlying dispute, 
review documents, or speak to consumers about the dispute. Instead, these furnishers 
simply confirm that the information in the ACDV matches their computer records, and 
then verily the disputed information to the credit bureaus. 


IMa Johnson’^ 

The seminal FCRA decision estabJshing BielegaldiiliesofafumishefinanFCRA dispute invohes Hie credit 
card lender MBNA Until its aquisilion by Bank of Ameiica, MBNA was one of the top len cretSI can) lenders 
in 9re country. In Johnson v. MBNA, Ihe company wrongliily atlen^ to bold Linda Johnson SaMe kx die 
credilcatddeblofhetex-husbandby reporting the debt on her credit report. Jchnson had never signed op 
to be responsile as a joiil aroountliolder on her exJiusband's account Instead, her ex-husband hk 
merely authorized her to use his card when 9iey were manied. 

Johnson sent dispute after dispute to !te oedit bureaus trying to get her ex-husband's delin()uent MBNA 
account off her credil report Frustrated, she linally sued MBNA and the credh bureaus, axing the course of 
Ihe igalion, MBNA's emptoyees tesfSed that Ihe company's FCRA inuesligaSin process consisled of 
merely confirming the name and address of consuroets in Ihe MBNA cxxnpulers and noling ta file 
applicable codes that Ihe accouni aciualy beicnged to file consumer. The employees revealed that they 
never consulted underlying documents such as account applicalions to determine accuracy of dspuled 
nlormalion. 

More filing was the fact fiiat MBNA argued these perfunctory checks (ex data confoimity were afifiial the 
FCRA required of furnishers ii an invesfigalion. MBNA darned fiial it was not required to review the ex- 
husbanrfs original account application, which woidd have shown whether Johnson had really signed on Ihe 
dotted line or merely been added as an 'authorized user' In fact MBNA revealed it didn'l even keep the 
original acccuni appScalion after 2 years. Query how MBNA would have invesSgated an ktenlity fiieft case if 
It refused to review fie original signed applicalion or had even discarded it? 

Fortunately, file Fourth Creuit disagreed with MBNA The court held:" 

The key term at 'issue here, InvesSgalton,’ is defined as 'fal delailed hquiry or systematic 
examitalion,' .. Thus, the plaiii meaning of Tnvesfigafion’ tlearty requires seme degree of careful 
nqury by creditors,... It would make Bile sense to oondude that in creatng a system intended to 
give consumers a means to dispute-and, utemately, correcUnaccurate iifonnalion on fiieir credit 
reports. Congress used Ihe term 'invesligafion' to include superfidat unreasonable inquiries by 
creditois, .... We fiierelcxe hold that Ilhe FCRA] requies creditors, after recetvtog notice of a 
consumer dispute from a credil reporting agency, to conduct a reasonable invesligalionoflheit 
records lodeterminewhelietfiie disputed mkxmafitxi can be verified. 


“ Johrwio V. MBNA. 557 F.3<l 426 (4* CIt. 2004). 
" M 41 430-43 1 (dlatioK omitted}. 
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Other lanmiits reveal that MBNA is not alone in conducting superficial 
investigations. Other fiimishers with similarly perfunctory FCRA investigative 
procedures include: 

• Capital One - Capital One is one of the top 10 credit card lenders in the country, 
Its employee Pamela Tuskey described how all three of the national credit bureaus 
instructed Capital One personnel to simply verily information and to “make our 
system look like your system.” The credit bureaus even discouraged the Capital 
One personnel from actively researching by pulling statements or similar 
activities,*® 

• Debt Colleclors/Buyers - The King v Asset Acceptance case in Part II.D, 
describes how this debt buyer “investigates” FCRA disputes by merely comparing 
the account information in ACDV with the information in Asset's files. 
According to the information revealed in the King case. Asset does not even 
obtain account documents from the original creditor.” 

Asset Acceptance is not alone among debt buyers. The FTC took enforcement 
action against another debt buyer. Performance Capital .Management (PCM), 
alleging that it &iled to conduct “investigations" within the meaning of the FCRA 
because:*’ 


“Wto PCM receives consumer dispute verification notices, it is the 
practice of PCM to compare the name, address, and information in PCbTs 
computer database with the information provided on each consumer 
dispute verification form. Where the two match, PCM reports that it has 
verified as accurate the information in its files. The actual records of the 
original creditor are not reviewed, nor is the matter referred to the original 
creditor for the original creditor to verify the accuracy of the information, 

• Mortgage Bankers - Trade groups for certain ftimishers/creditots have asserted 
the same argument as MBNA - that if a credit report reflects what is in the 
furnisher's records, it should be considered “accurate," no matter whether the 
furnisher's records are objectively accurate as a matter or reality. For example, 
the Mortgage Bankers Association has urged regulators to define accuracy as 
“accurate reporting of the status of the account as reflected in the furnisher’s 
records."** 


IXniositkiB of Psmcti TUiXey. Carol FtcisclKf v. T nmsUniiM, Case No. CV 02-71 Ml {E.D Mielu), 

“ kins V. Asset Acctpaocc, rS2 KSupiiJil 1272 (N.D. Ga 2006). 

” Complatia, U.S. V. reaformaocc Carita) Marasemeal IBankr. CD. Cal 2000). ovollsWe of 
liinrsAwwftc.gov/os/200001l,’perlbnnooropJitiii 

** Coasasemr o/ Mortgage Battkers Assodatm re' lateragritq/Atieanetii Nance of PrvpoteJ BytenaliMg. f/oetiitrres 
to EttNotKe the Aeateeey twJ inugrity egh^ormautm Fttmthed to Corautiur tteportiag Agrtteiel Vntlrr Seelloit 312 
of the Fair odfAccterale Credit f natiocB'oor Art May 22, 2006, at 4. 
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Some fiimishers are even worse. Apparently, they do not even bother to make 
sure they have reviewed all their records when they l^e the perfunctory step of checking 
that the information in their database matches the information in the ACDV. 


TheRotofsons*' 

Danny and Gay Rotertswi opened a J.C. Penney credit canl account in 1978. Many years later, tie Robertsons' 
account ended up at GE Money Bank, eitti a balance of $22.22. In October 2004, GEcaled the Robertsons to 
colectihebalancs. The Robertsons paid off the balance over tie phone using their debit card, GEevengare 
tie Rotetson's a confirmaton number, and is owi internal records showed Sial this payment was made. 

However, GEtoJed to post tie Robertson's payment to their account G£ attempted to cclleci the balance on 
the accouniseverai mote times. Each Sme, tie Robertsons totormedGESial they had paid olf tie account by 
debit card. 

GE eventually charged die account OH as bad debt and assigned the account to a debt colleciot, Thedebt 
ccfccter reported tie account to lie credS bureaus as In coilecdons,’ When lie Robertsons realized Ws 
account was showing up negatively on Iheir credit reports, tiey sent detailed dispute letters to TransUnion, 
Equifax, and GE 

TheRobertson'sdisputelellerstotielhteebureausslated cleatly liattieyhadpaidolflhe account 
TransUnion sent an ACOV to GE on September 29, 2005. GE sent a response back on the very same day 
verifying Slat die account had been charged off as bad debt despite inforniadon in is own records that a 
payment had been made. 

EqiifassentGEanACDVonOctobet4,20O5. Again, GE'vertlied the account as charged oS.diis lime wailing a 
day to do so. GE did not conducf any kivestigallon toto its own records except to verify idenlity intoimalion. 


The use of automation by the credit bureaus contributes to the problem of 
furnishers conducting superficial investigations. The ACDV codes fail to provide a 
meaningful description of the dispute and underlying documentation - furnishers have 
even complained that the dispute codes are “vague and overbroad,”*® The c-OSCAR 
system makes it all too easy for a furnisher to simply chock a box indicating that the 
disputed information has been verified, an exercise that aids and abets perfunctory 
investigation. 


E. PARROTING: THE CREDITOR AS GOD 

After the furnisher responds to an FCRA dispute, the credit bureaus main 
response Is to “panot” what the ftimishers report to them. They will accept the results of 
the furnisher’s “investigation" even when a simple check would reveal inconsistent 
information. In other words, the credit bureaus’ policies are that what the lumisher says 
is gospel and even court records cannot contradict that. 


“ Roberaon v, J.C Pcimcy Co, 2007 WL 623397 (SJ). Miss. .Mss. 4, 2008). 
“ FTC/FRB f CRA Dispulc Process Roposi at 17 
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For example, the case of Allen v. Experian Information Systems involved a Scars 
account that was being repoiled on the consumer’s credit report as being “included in 
bankruptcy” past the limitations period for that information. The consumer’s bankruptcy 
had occurred in 1993, which was reflected in the section of the consumer’s report that 
listed public records infonnalion. Yet the Scars account was reported as being part of a 
bankruptcy that occurred in 1997. During a deposition, the consumer’s attorney asked 
Experian employee Kathy Centanni why Experian did not address the consumer's dispute 
by cross-checking Experian’s own records or checking the records of the United States 
Bankraptcy Court as to the correct date of the bankruptcy. Ms. Centanni answered:*' 

...the consumer is not disputing the bankruptcy. If they were disputing 
the bankruptcy as such, we would dispute the public record. 

The consumer is disputing the information being repotted by a 
creditor, and it’s our responsibility to go back to that creditor for them to 
research it 

In other words, Experian’s policy was to defer to what the furnisher responded, 
even when court records and its own flies contradicted that response. 

Indeed, in case afler case, the credit bureaus have refused to conduct their own 
investigation and instead simply '‘parroted” the furnisher. Recent examples include; 

• Cairns V. GMAC Mortg. Cotp., 2007 WL 735564 (D. Ariz. March 5, 2007), 
Equifax argued that "by contacting GMAC regarding Mr. Cairns’ dispute, it had 
complied with the stalutoiy obligations regarding reinvestigatlon.” 

• Murphy v. Midland Credit Mgmt, 456 F.Supp.2d 1082 (E.D. Mo. 2006). The 
court rejected Experian’s argument that an investigation solely consisting of 
ACDVs without seeking additional documentation was reasonable as a matter of 
law. 

• Saenz v. TransUnion, EEC, 2007 WE 2401745, *7 (D. Or. Aug. 15, 2007). In 
this case, the court noted: '‘TransUnion argues that use of ACDV procedures is 
necessarily reasonable [in an investigation] .... TransUnion buttresses its 
arguments with the assertion that creditors are better situated that reporting 
agencies to determine the accuracy of disputed information. TransUnion’s 
argument rests upon a significant mischaracterization of its duties under the 
FCRA.” 

Another excerpt of the deposition of TransUnion’s employee who perfomted 
dispute processing before such tasks were outsourced to a vendor using workers in India 
revealed how the credit bureaus entirely defer to the furnisher in disputes: 

Q. What if the creditor and the consumer strongly disagree about whether a debt 
is owed, consumer says that the debt’s not owed, the creditor says yes, it is, what 
does TransUnion do to detennine who’s correct? 


DeposilionofKuhr CenBnm. Alkn v. Experan fnr<]tiialiO(i Solutions, Civ. No W-8I7 (S.t). III. Dee, 6, ZOOSj. 
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A. It’s up to the creditor to make the decision.*^ 

Thus, if the creditor instructs the credit bureau to retain the information as 
repotted, there is almost nothing the consumer can do to override that instruction. 

While the credit bureaus claim that they will review the documents the consumer 
provides to determine if they are “acceptable” to allow a correction outside the AQDV 
process, this is actually a very narrow category of documents. Bsentially, for a 
consumer’s dispute of a credit account, the only “acceptable” documents for TransUnion 
are written letterhead communications from the creditor itself instructing TransUnion to 
delete or correct the reported account.*' Further, the creditor letter would have to be 
more recent than the last date the creditor had otherwise “verified” the account 
CSC Credit Services, which is an Equifax affiliate, has explicitly stated its policy of not 
considering any payoff letter from a creditor over 90 days old.** 


June Beds* 

In 1998. a Cadillac was abandoned alltie side of Ihe road. Law enforcement oflicials had Ire vehicle 
lotKd.andrlwasstMalauclion. The auction proceeds didn'l cover Ihe towing company's fee, so 9re 
difiersnce was assigned lo Topco. a debt coleclor. 

Topco found a vehicle seiePs reporl on Sle with the Washington Slate Department of Licensing with Ihe 
name of June Baker as the buyer. June Balter was June BeOS's maiden name, and the report had her 
address on rL but Betts claimed she never owned hie Cadillac. Despite herprolestations. hi January 
2001. Topco sued Betls hr King County Distrid Court Belts won that lawsull and the court issued a 
judgment finding her not liable fix Ihe lowing fee. 

Topco also repotted the lowing debt on Betts’s credit report On February 13. 2001 , Betts sent a notice Id 
Equifax rtsputing Ire debt Eriulfax sent a CDV to Topco, whicb simply updated Beds's address and 
confirmed hie debt Bette's made a second dispute, and Topco received anohiet CDV on March 20. 

2001. Topco again verified Ore debt This Ime, Topco even increased the amount if datmed was owed, 
from 3488 Id W Equtfaxsimplyisledihisnewinfixmalini, accepting Topco'sdecision. Thiswas 
despite the fact Oral Belts had won Tcpco's lawsuit against her, and she had a court judgment holding 
that sne was not responsibie lor die debt 


F. “ALL RELEVANT INFORMATION” 

As pan of a credit reporting Investigation, the FCRA contains an explicit and key 
requirement that the credit bureau include in the notice of dispute to the furnisher “all 


Deprwitkui ofSetena Bazemote, Miitlins v. TraaUJaioB. Gv. Ac. Mo. SPSevSaS. Sept 21, 21X16, as died m Leonard 
Rciu)^ TesDiDODV a[ 25*26. 

"Documeats Acceptable for Mainleoaace,’' TnnsUAion G(S Macual, Sept. 2S, 2004, at I -t, as cited in Leonard 
Benncii Testimony at 25. 

McKinley v. CSC Credit Sm.. 2007 WL 1412555 (D. Minn. May 10. 2007). 

Betts V. EdjaiCu Credit lofoimatkifl Sers-ices, 245 F. Supp. 2d 1 130 (W.D. Wa. 2003). 
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relevant infonnation" provided by the consumer* However, as discussed in Part 111.8, 
when a consumer sends a dispute to the credit bureau, the bureau will reduce the dispute, 
no matter how detailed, substantive or documented, to one of the handfiil of Wo or three 
digit dispute codes used by the e-OSCAR system. The bureau will not send the furnisher 
any of the supporting documentation provided by the consumer, such as account 
applications, billing statements, letters, and payoff statements - documents that could 
show overwhelming and even conclusive proof of the consumer’s dispute.” The 
bureaus’ refusal to forward all relevant documents and details of the dispute appears to be 
in clear conflict with the dictates of the FCRA. 

Not only have consumers and their attorneys complained of this failure to forward 
documents, this has also been a matter in contention between the FTC and the credit 
bureaus. Yet unfortunately, the FTC and Federal Reserve Board have decided not to 
universally condemn the bureaus’ failure to provide furnishers with the supporting 
documentation submitted by consumers. Instead, the FTC and Fed have slated that “[b]y 
itself, however, this does not mean that [credit bureaus) fail to convey ‘all relevant 
infonnation' to furnishers," but that “in certain situations, tire failure to convey the actual 
documents may lead to inconect outcomes.”®* And despite even this concession that the 
failure to forward documents may lead to incorrect outcomes in some cases, the FTC and 
Fed apparently have not taken any action to require the credit bureaus to improve their 
procedures. 

The credit bureaus claim that forwarding documents through e-OSCAR is 
“questionable,” a difficult claim to believe given how easily documents can now be 
transmitted electronically. First, all three national bureaus scan and archive the 
consumer’s dispute and documents. There is no greater storage space required. There is 
also no technological obstacle to forwarding the dispute and documents electronically. 
Equifax and TransUnion already do so to India and the Philippines. Sending them 
concurrently to domestic furnishers would not require any more resources. 

The credit bureaus’ response to criticism over their failure to forward 
documentation is to rely on a field in the ACDV form that permits a “free text” comment 
to be entered by the credit bureau dak, which is called the “FCRA Relevant Infonnation 
field." This box is limited to one line and a fixed number of characters. The credit 
bureaus’ procedures manuals offer almost no instructions for their clerks as to what 
information should be placed m this one-line text field.®* As a result, only a minority of 
ACDVs sent by the bureaus actually contain such a field. The credit bureaus have 
admitted that this field is used in only 30% of disputes processed through e-Oscar.“ 
TransUnion’s employee has testified that it is used less than 10% of the time and even 


"l5U5.C.St68li(i)(2). 

” FTC/FRB FCRA Dbpule Process Report at IS 
* FTOFttfl FCRA Dispute Process Report at 33-34. 
** teoiasil Beimert Testimony at 2 1 . 

"FTOFRB Report at 17 
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then only if the consumer’s dispute is not in a regularly selected category.*' In other 
words, if the employee is able to categorize the dispute into one of the two or three digit 
codes, the text field is apparently not used to convey additional information that might 
help resolve the dispute. 


MWiaelKamrolns/ii® 

The case of Michael Karmolinsid demonslrates how inadequate die KRA ReievanI Infermation’ SeW can 
he in iifixminq tee furnisher of a dispute, as compared te tee consntner's actual notice ledei and 
supporting documentation. 

In March 2001, teen-19 year old Karmotinski opened a credit card accounl wite Associates Credit Card, a 
lender later acquired by CiSa*. He bsthisjoh, and tel behind on payingaSI.OOOdebl Associales 
charged oStee debt and sent it to Enlerptise Recovery Systems (ERS), a debt collerdor, in December 
2001 . Karmolinsldmadearrangemenlstopayoffteedebtv(itea8nalpaynientot$508inJuneof2002. 

Karridinski paid off tee debt, but Cilibank reported to tee credil bureaus teal Karnioinsla still owed a past 
due balance on the accounl. As a result Karmolinsiti was unable to guarantee his wife's cat tom, and was 
denied other credit He contacted ERS, utekte gave him a letter dated May 2003 staling teal he paid off 
tee Associates account in June 2002. 

After pulling his aedit report in AphI 2004 and seeing teat Cilibank wasslireporlingapasiduebalance, 
Karrnotnstd sent disputes to TransUnion in April 2004 and Septernber 2004. WiteteelIrsIrispute.he 
induded a copy of tee check paying oB tee account Will tee second dispute, he included tee May 2003 
letter from ERS. Neilher document was sent to CiSank. 

Instead, TransUnion sent to ACDVs to Citibank asking it to verify various infrinnation such as accounl 
balance and original loan amount TransUnion never menlioned teal KarmoSnski had asserted tee 
accouniwas paid off and haddocumenlalion'insuppcttofhisassedion. In toot TransUnion fold 
Karmolinski teal it could nol accept tee May 2003 ERS letter, because ilwasoverayearoldandnolftom 
Cilibank, despiteteefacItealERShadbem working on behall of Assoctetes/Qlibank. Instead, the 
September 2004 ACDV merely slated in tee free form box tofaims company will change. Verify al 
accounl infotmabon' - a very unhelpfrif explanation and certainly not ‘all retevani infbtmalion' about tee 
dispute in comparison toteeachialpayoff letter fromERS. 

Of course, Cilibank verified tee past due balance on tee accounl in response to bote ACOVs. Karmolinski 
filed a lawsuit when be received notice of tee second '/erification on October 6, 2004. A few weeks later, 
tee deSnquenl account m deleted from his credit report 


The credit bureaus’ failure to forward the consumer’s documentation has a teal 
and significant impact on consumers. Often, it strips them of their rights to force 
furnishers to conduct the very investigation on which lire bureaus defer. Several federal 
courts have dismissed consumer claims against furnishers because of the generality of the 


Civ. Ac. No. 3:05cvM8, Scpl 21, 2006, ascited in !.eooani 


BenoeO Testiinociy at 28. 

** Kaniwhftjki v. Rquifax Infonnaiion Serv., 2007 V/L 2492383 (D. Or. August 28, 2007). 
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bureaus’ ACDVs and failure to forward the actual dispute and documents. For example, 
the Seventh Circuit held in one case; 

Credit Control's investigation in this case was reasonable given the scant 
information it received regarding the nature of Westra's dispute. Credit Control 
received a CDV from TransUnion indicating that Westra was disputing the charge 
on the basis that the account did not belong to him. The CDV did not provide any 
information about possible fraud or identity theft or include any of the 
documentation provided to TransUnion by Westra. Credit Control verified 
Westra's name, address, and date of birth and sent the CDV back to TransUnion. 
Had TransUnion given Credit Control notice that the nature of the dispute 
concerned fraud, then perhaps a more thorough investigation would have been 
warranted.*’ 


G. BURDEN OF PROOF 

The result of the broken credit reporting system is that the burden of proof has 
effectively shifted from the creditor or debt collector to the consumer. Creditors and 
collectors are allowed to take action against consumers without being required to justify 
their contentions. Consumers now have the burden to prove a negative - that they do not 
owe a debt - and ate rebuffed when they attempt to do so. When they fail because they 
deck is stacked against them, the enrfitor or collector will continue to report the 
consumers as liable. In fact, in litigating the Johnson v. MBNA case discussed in Pari 
III.D, Ms. Johnson's attorney learned from MBNA’s account records that the consumer 
was expressly told, “It is not our burden to prove you owe the debt It's your burden to 
prove you do not."** 

For debt collectors, the credit reporting system alleviates them from the need to 
prove in a court of law by a “preponderance of the evidence” that a consumer is liable for 
a debt, and that the amount of the debt is correct Instead, the debt collector simply 
places the black mark on the consumer’s credit report, and waits until the consumer needs 
to buy a car or home or insurance coverage. The consumer is either forced to pay off the 
amount to improve her credit report or forced to pay higher prices (if he or she can get the 
credit or insurance at all). 

For consumers to get errors in their credit reports fixed, they must dispute 
multiple times and in some cases retain a lawyer to file a lawsuit Consumers who do not 
have the lime, educational skills, and resource to send multiple disputes, like the single 
mother of twins in the FTC study, are simply out of luck - plagued by a Scarlet “P of 
credit that they did not cause but cannot get fixed. And even those who manage to send 
multiple disputes cannot always get justice without being able to find an attorney 
experienced In litigating credit repotting disputes. 


® WMm t. Credit Conliol of Piirellaj. iC» F.3d »2S (7* Cir. 2005); Moira v. Household Bsnk, NJV.. aOOt U.S, Disl 
L£XIS US8I (0. Mliui. July 7, 2004). 

“ Leonard Benneo restimony nl 14- 
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VictaiaApodaca^ 

VicloriaAp<xl2cawasaschoollea(3ierinlte«He)(k»ttyinglobuy^ Tohefliofrot.stie 
discovered teEiiuifaxcredilreportsialedsliehadfledldftaikrupIcyandhadsevefal accainis IM 
were reported as past due. Apparently, Apodaca's credit Sles had become mixed inwithtbatof Vicitxia 
Lopez Apodaca, because liey had the same last and list name, seven of the nine digits ii their Social 
Security numbers maiched,andtheybclh resided In diestateolNew Mexico, 

Apodaca senther(itsldispuleloErtuifaxhAine2003, wiHicul salislaclicn. She continued to contact 
Eryiifax, indudkig sending another rJspute on August 12, 2003, which iiduded the bankruptoy petition of 
Lopez Apodaca and pointing out the diftoreni Social Security numbers tetween the tw. A^aca also 
mentioned that these errors vvere preventing her from purchasing a horne lhat she was supposed close 
on August 15,Shenoled9iatshehadsentiiolher written disputes v«ih copies of her driver’s license 
number and paystubs. Even with this dear documentalioo, Equifax did not Sx Apodaca's credit report 

Apodaca sent another dispute ii October 2003, again with copies ofherdrrver’slicenseand Social 
Security card. This dispute also pointed out several accounts that were not hers, including a GMAC and 
Discover Financial Account. Apodaca sent a bnal dispute on Apri 2004, again indudng a copy of Lopez 
Apodaca's bankruptoy peblion and staling that the GMAC and Discover accounts were not hers. The 
bankruptoy and GMAC atoounl was finally deleled. but not the Discover account Fmsbated, Apodaca 
resorted to filing a lawsuit Only then did Equifax delele the Discover account 

During the lawsuit Equifax claimed toat is poircy was to delele information horn a credil report if the 
consumer provides 'acceptatie' documentation. The bureau apparenHy did not consider copies of Ihe 
actual peSlion filed by Lopez Apodaca in a United Slates Bankruptcy Court to be 'acceptable’. 

Instead, Equifax conbacted witr a company called ChoicepoinI to review the bankruptoy court records, 
and sent a CDV with the code Hot his or hers, please provide complete 0.' Equifax did not send 
Apodaca's dispule or the copies of Ihe bankruptcy documents. Ch^poinl reviewed Ihe bankruptcy 
courts records, but failed to notice Ihe difference 'm Social Security numbers. As a result. ChoicepoinI 
verified the bankruptcy rnfermatlon on Apodaca's report as correct 

The fact that Choicepoint did not noSce the dilference ti Social Security numbers wasthedireciresultof 
Hie automated CDVsystemand Equifax's fafure to provide Apodaca's dispute to its vendor. As Hie court 
noted. H Equifax had forwarded copies of el Ihe informalion supplied by Plaintilf to a competent 
invesligalot or public-records vendor instead of simply reducing al of that informafion to a IhreeAfigit code 
on its standardized CDV form. It is reasonable to infer that the mixed-file siluaban could have been 
corrected more promplly,' 


** Apodaca v. Disoovca Fin. Sens, 417 F.Supp 2d 1220 (DJJM 2006). 
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IV. THE ECONOMICS OF CREDIT REPORTING 


A. WHO IS THE CUSTOMER 

While critically importam to consumers and the national economy, the credit 
reporting industry is unlike most other industries in some fundamental respects. It is 
essential to understand that the paying clients of the credit reporting industry are not 
consumers, but the creditors who furnish or use the information contained in the credit 
bureaus’ databases. Despite the growing profits in credit monitoring services, the credit 
bureaus make most of tkir money from furnishers. For example, discovery in lawsuits 
uncovered the fact that TransUnion bad received over S6 million per year from MBNA 
alone.*^ 

Moreover, consumers have no say in whether their information b included in the 
credit bureaus’ databases. Most Americans cannot avoid having a credit history. Unless 
they are very wealthy, consumers need to borrow money if they want to buy a house or 
attend college. Credit reports are also used in other essential aspects of life, such as 
insurance and employment. Thus, unlike almost all other business rebtionships, 
consumers who arc unhappy with the actions of a credit bureau cannot vote with their 
feet - they cannot remove the information or take their business elsewhere. 

Creditors, in contrast, do have the ability to switch between credit bureaus if they 
wish. Furthermore, vigorous investigation of consumer disputes is likely to drive 
creditoR away. The creditor who reports a delinquent account to the credit bureaus does 
so in the hope of collecting that debt. Credit bureaus have no interest in deferring to a 
consumer involuntarily captured in a relationship svith the bureau, when doing so could 
cause its paying customer to lose collection opportunities and profits. Both fiimbhers 
and credit bureaus also benefit from a system that allows them to spend only seconds on a 
dispute rather than the time (even if minimal) required to actually resolve it 

Thus, traditional competitive market forces provide little incentive for credit 
bureaus to incut the costs of instituting new procedures that ensure information is 
accurate or to undertake investigations to correct errors, since these activities primarily 
benefit consumers. Only the FCRA itself compels such behavior. 

However, the risk of an occasional FCRA lawsuit appears not to have overcome these 
economic incentives. The result is persistent inaccuracies in credit reports, which harm 
both consumers and creditors. Until tlic failure to conduct a real investigation becomes 
more expensive than the savings from these cost reducing measures, the current system 
will remain broken. Furthermore, any protections for identity theft victims cannot be 
effective in the absence of a real investigation. 


** tHnmt Bcnnelt TcuiiDony ^30. 
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B. FAR AND AWAY 

Another factor in the inadequacy of credit reporting investigations is that two of 
the three national credit bureaus have outsourced these tasks to vendors who use workers 
in foreign countries. While tliere are many policy issues concerning the offshoring of 
jobs that are beyond the scope of this report, an important concern from a credit reporting 
perspective is that a worker in another country is not as likely to understand the American 
credit system. In addition, foreign companies may be governed by a different set of 
privacy rules than U.S. law provides. 

Of the three national credit bureaus, only Experian processes consumer disputes 
domestically. TransUnion receives disputes at its consumer relations facility near 
Philadelphia, scans the dispute into an electronic image and then transmits the image to 
Intelenet, its subcontractor located in Mumbai, India.” Intelenet in Mumbai can connect 
directly to TransUnion’s CRONUS database, retrieve a consumer’s credit file and initiate 
the ACDV exchange, 

Equifax uses a number of outsource vendors for its dispute processing. Consumer 
disputes are imaged by limasource, based in Atlanta,” A record of the dispute is logged 
into the consumer’s file, and the dispute is then electronically transmitted to Jamaica, the 
Philippines, or Costa Rica.® The foreign contractor accesses Equifax’s database, 
retrieves the consumer’s credit file and initiates the ACDV exchange as applicable. The 
results of the ACDV exchange arc then automatically reflected back into the consumer’s 
credit files.™ 


C. QUOTAS 

As discussed in Part IV.A, there is little economic incentive to conduct true 
investigations, because they do not produce revenue. Real investigations would cost the 
credit bureaus and furnishers real money. For the credit bureaus, this is money spent on 
people who are not their real customers. For furnishers, this is an investigation that could 
undermine their debt collection efforts. 

Thus, until recently with the move of E-Oscar into a for-profit entity, the 
investigation function has been seen only as a cost burden, to be minimized and reduced 
as much as possible. As part of this cost reduction, litigation discovery has revealed 
quota systems used by the credit bureaus to force employees to process disputes rapidly 
and without meaningful inquiry. For example, Experian uses a system to measure the 
number of “converted units’’ produced by each employee.” Each task is assigned a 
different value. To meet Experian’s minimum standards for a pay incentive if processing 


n Iceiurd Dennett testiiwHiy at 22. 

“M 

" Dtposifcn otKirntwIy Hitglies, Bedt ». Eseetiin. Civ. Ac. No. I OSCV347(E.D. Vil June 30. 2M5. ai died m 
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the most difficult of disputes - fraud and identity theft claims - the employee would 
have to pcrfomt at least 98.25 disputes per day, or 13.1 per hour.’’ The quota minimum 
at TransUnion before it outsourced its investigation functions was between 10 to 14 
dispute letters per hour.” In other lawsuits, credit bureau employees have testified that 
employees are required to process one dispute every four or six minutes in order to meet 
quotas.” 

In fact, more recent litigation discovery has shown that the credit bureaus have 
driven costs even lower. Before mid-2004, when Equifax still handled some disputes in- 
house, its average cost per dispute was $4.67.” By late 2004 and into 2005. Equifax was 
using an outsource vendor called ACS in Montego Bay, Jamaica. Its ACS investigations 
cost Equifax only $1 .08.’* Now, after the move to DDC in the Philippines, Equito pays 
only $.57 per consumer dispute letter, regardless of how many items or accounts are at 
issue.” These dramatic reductions in cost per dispute described above have all come 
during a period of rising identity theft and fraud disputes. 

TransUnion has a different contractual relationship with its outsource vendor. It 
pays the Indian company a flat $8.00 per man-hour the vendor incurs, but it maintains 
rigorous production standards the vendor must meet.” 

To add insult to injuiy, the credit bureaus have found another way to reduce their 
cost burdens for investigations - by charging furnishers for investigations and actually 
making a profit from them. For example, Equifax pays its outsource vendor in the 
Philippines up to $.57 to process each consumer dispute letter it receives. But through e- 
Oscar system, the bureaus charge no less than $.25 to each furnisher for each ACDV 
dispute form sent electronically.” Thus, if a consumer disputes five inaccurate accounts 
after a file is mixed or an identity stolen, Equifax would pay its vendor a fraction of the 
gross amount (e.g. $1.25) it charges its creditor customers through E-Oscar. In fact, the 
more automated disputes it sends out, the more money it generates. 

This is as much “cost" information as consumers have yet discovered. In fact, m 
two recent cases, the credit bureaus claimed not to maintain budgets, projections or gross 
cost estimates for their investigation functions,** a claim that is fairly mcredible. 


See Depwsioon of Eiken Link. EvaaiaA v. G.R. C^*aJ Mongage, Civ. Actbn No. <H*CV*l IW {ED. Pa. Jan. 25, 
2003). 

Ctriimm v. TransUnion Corp., 1 15 P.3<1 220. 224-25 (JdCir. 1W7). Set aho Deposition ofRegina Sorenson, 
FkisdKT r. TransUaton, Civ. Action Np. 02*71301 (ED. Mkb. Jan 9, 2002). 

^ Leonard Beniun Testiiruxqt af 30. 

^Dfposioon of Cary Pooh, Failc v.lMjui£ix,Civ.Ac.No. 3:06c»417, March 13, 2007, 

^ Leonard Dennett Testimony at 30. 

** Bed V. Experian, Civ. Ac. No. I ;0fCV347 (ED. V4). and FaOe v. Bqtiifot, Civ. Ac. No. 3i06c\« 1 7. 
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WFks 

The pntas mti superSdal and peduncloy inveeSgaton of oedh lepoding dispules may not affect 
certain people, stich an IdenliSed cetehcity. regulafoc agovemmeni cffidai. Each of the three natonal 
credit bureaus maintains a lisi of consumers Ihey idenSfy as 'VIP' 6ies, A TtansUnion employee 
lesSSedinadeposidon:*' 

Q. And some references have been made in priof cases to maybe a VIP categoty. Isdiete 
such a category? |. . .] For example, if a lawyer makes a dispute. Ks handled t^ your 
department? 

A. Thatisccrrecl 

Q. If a podlictan or [a person] known to be a politician makes a dispute, ate those Ihe types 
of rfspufes you might handle? 

A Yes. 

Q. Andcelebibesaswell? 

A Yes, 

For obvious reasons, these files, vdiich also include credit bureau employees, receive special 
Ireatirent. They are handled by high level employees. In fact for Eguito and TransUnlon, a 
significani difference Is that they are handled by a credil bureau employee actually localed h the United 
States. 


D. CREDIT REPAIR ORGANIZATIONS 

Credit bureaus may attempt to justify the perfunctory FCRA investigation process 
as a response to frivolous dispules generated by credit repair organizations. Some of 
these organizations do deceptively market false promises to obtain the removal of 
otherwise accurate credit data. The Consumer Data Industry Association has estimated 
that 30% of the credit bureau disputes involve credit repair organizations.*^ 

However, trivializing all consumer disputes in the name of coping with credit 
repair disputes is throwing the baby out with the bathwater. Credit bureaus must assume 
that, as FTC guidance states, a consumer’s dispute is bona fide, unless there is evidence 
to the contrary. The short-shrifting of legitimate substantive disputes may actually 
encourage more consumers to turn to credit repair organizations in their desperation. 

Moreover, credit bureaus have already developed methods to spot credit repair 
dispules.** Credit repair disputes are often generic in nature, making a claim such as 
“This account is inaccurate" with nothing more, and thus easily separated from most 
legitimate disputes. Another hallmark of credit repair dispules is that they will dispute all 
negative information in a credit report without specific allegations concerning any of the 


*' Deposition of Sbontesc Nornood, Mullins v. TransUnion. Civ. Ac. No. 3K)5cvS88, SepL 21, 2006, as cited in 
Leonard Befioeti Testinsmy a! S. 

^ Credil Repora Consmers'Abdify to DtspuU arid Change Inocmrauh/brmtiOH: Hearing before the Ilouu 
Commiike on Financiat Senica, 1 lOth Coi^r. (2007) (staicment of Stuart K. Pratt, President, CDIA). ai 20, avadabie 
a bRp;//www.house.gov/q)ps/tistlbeariDg/linMCisbvcs_detn/o^u06i907.pdf. 

” Some of these methods sre described in Klolz v. TransUnion, Li A 246 F.R.D. 208, 21 1 (B-D. Pa. 2007). 
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individual items. Other signs are disputes made using a common format, mass mailings 
with the same envelopes or postage, or disputes in which the consumer has included the 
cover letter and instructions from the credit repair organization. 

A dispute bearing such hallmarks and unsupported by specific allegations or 
evidence, without more, is not entitled to an in-depth, meaningful investigation under the 
FCRA. In fact, the FCRA already permits a credit bureau to refuse to investigate 
disputed information if the bureau “reasonably determines” a dispute is frivolous or 
irrelevant. 

The problem of frivolous credit repair disputes does not justify the credit bureaus’ 
failure to put appropriate resources into resolving legitimate disputes. Consumers whose 
disputes do not show the hallmarks of a credit repair dispute are entitled to a meaningful 
investigation, not a farce. 
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V. TIPS & RESOURCES 


A. HOW TO DISPUTE ERRORS IN A CREDIT REPORT 

While this report shows that the investigations conducted by the credit bureaus in 
response to disputes will usually be perfunctory, it is still important for consumers to 
dispute errors in their credit reports and to follow up with more disputes. 

First, the furnisher may be willing to fix the error, either because the furnisher 
actually does find an error or to maintain good customer relations. Second, if the 
furnisher does not respond, the credit bureau is legally required to delete the disputed 
information from the consumer’s credit report. Third, if the error is not corrected, the 
consumer has a potential legal claim under the FCRA - but ONLY if the consumer has 
sent a dispute to the credit bureau. 

The following are some tips on sending a dispute to credit bureau. Even if the 
disputes themselves do not get results, these tips will ensure that the consumer preserves 
his or her legal claim under the FCRA. 

1. Request a Investigation in Writing. Return Receipt Requested (Don ) Use the 

Credit Bureau's Web Site) 

Although not required by the FCRA, it is safest to request an investigation in 
writing (keeping copies of all correspondence), or to follow up a telephone request with a 
written confirmation. Telephone disputes do not create an adequate record in the event a 
consumer needs to follow up a failed dispute with litigation. In addition, the consumer 
will not be able to provide documentary support of the dispute by telephone. 
Furthermore, airhough the FCRA requires national credit bureaus to maintain a toll-free 
number for consumers, telephone access to the credit bureaus is not always consistent. 

It is even advisable to send the request by certified mail, return receipt requested. 
Even though the consumer retains a mailing presumption, this may still leave her with a 
marginal claim. If the credit bureau can claim that it never received the dispute, it will 
argue that it merely made a mistake, rather that be forced to defend a claim that its 
procedures themselves are inadequate. Avoid using the internet to forward disputes, for 
some of the same reasons. 

2. Don 't Be Limited by Credit Bureau Request Forms 

When consumers request copies of their credit reports from the national credit 
bureaus (Experian, TransUnion, and Equifax), they will receive a dispute form that they 
are encouraged to use. These forms attempt to pigeon hole the dispute into one of several 
general types, and do not facilitate a detailed consumer dispute. These forms provide a 
list of “check box" dispute choices, and appear to discourage a more substantive dispute. 
Consumers using such forms for a dispute should supplement the forms with additional 
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ttfincn details and documentaiy support. Internet disputes confine consumers to a 
similar list of check boxes, and thus should be avoided. 

J. The Consumer Should Keep a File of Alt Communicalions 

A request for investigation nvay be just the beginning of a protracted battle with 
the credit bureau that may ignore conespondence or fail to follow up as promised. Thus it 
is good practice for the consumer to establish a file of ail correspondence sent to and 
received ftom the credit bureau, and to have proof that the credit bureau has received the 
consumers correspondence. Similarly, the consumer should keep dated notes of all 
telephone calls. 

4. Also Nolify the Furnisher of the Dispute 

Consumers at the same time should directly notily the creditor or other furnisher 
of the disputed information. The critical notice of dispute is directed to the credit bureau, 
which triggers the right to an investigation that the consumer can enforce. The bureau 
will then ask the furnisher to investigate. But also sending a detailed notice to the 
furnisher will forestall any arguments by the furnisher that the notice from the credit 
bureau was not adequate for it to conduct a reasonable investigation. 

5. Send a Dispute at Least to All Three Major Bureaus 

It is usually not enough to dispute an ereor at one credit bureau. Instead, the 
consumer should request a credit report from at least Experiaa TiansUnioa and Equifax, 
and dispute enors individually with each of the three companies. A furnisher supplying 
incorrect information to one of these agencies will often supply the same incorrect 
information to the other two. .Moreover, correcting a consumer’s file with one of these 
three does not lead to correction at the other two. 

A mote compelling need to contact more than one credit bureau can arise when 
the consumer is informed by a creditor (or other person) that adverse action was based on 
a credit report received from a credit bureau which is not one of the “Big Three," such as 
a reseller. While it is important to dispute the accuracy of information with the reseller 
who supplied it to the creditor, and while special rules require resellers to handle or 
forward the dispute, a consumer should also consider going straight to the “Big Three.” 

6. Be Careful How an Account Number Is Described 

■fhc dispute notice should adequately identify the consumer, fully identify the 
account or other item being disputed, and explain why it is disputed. Otherwise, the 
credit bureaus may take consumer disputes literally, and do nothing more than what is 
c.xptcssly requested. 

If the consumer states, “I have never had a MBNA credit card, so delete MBNA 
account *(1234,” the credit bureau will only delete an account with that number, and not 
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other accounts the consumer may have with MBNA. This is a common problem because 
many furnishers change account numbers after an initial dispute is made. Correcting just 
the old account will not affect these new accounts. Other times, the account number the 
consumer sees in a periodic statement is different than the number used in the consumer’s 
file at the credit bureau (or by a debt collector to which the debt is Iransfcnred). 

To prevent these problems, an investigation request should describe the full range 
of accounts the dispute covers. For example, ’1 have never had a MBNA credit card. Any 
MBNA account in my credit file is not mine and should be deleted. This includes account 
number 1234, as well as any other account you may be reporting, as well as any account 
that may be reported by any debt coHector who is repotting a debt originating from a 
MBNA account.” For First USA accounts, which became Bank One and then Chase 
accounts, a consumer could stale, “I am disputing the First USA account #2345. It may 
also be reported as a Bank One or a fPMorgan Chase account.” 

7. Sign the Dispute under Oath 

Signing the dispute letter under oath will convert the dispute into an affidavit, 
with several resulting benefits. This should provide greater credibility to the consumer’s 
complaint, especially in contrast to the automated, unsworn response of a furnisher. This 
also advances a claim against the credit bureau that it failed to forward "all relevant 
information” to the information furnisher. Furnishers may have policies that give greater 
weight to consumer affidavits and thereby more readily accept the consumer’s version of 
the dispute and resolve it in their favor. But be careful; if there is a questionable 
statement in the affidavit, the consumer may be challenged later if there is litigation given 
that statement was sworn to under oath. 

B. Include All Documentary Evidence and Suggest Investigative Steps the Credit 

Bureau Should Take 

A consumer’s request for investigation should include all documentary evidence 
and other information that supporu the dispute. If the creditor has provided a letter or 
statement confirming its understanding that the reported information was inaccurate, the 
letter should be provided with the dispute to the credit bureau. 

While it is certainly not a requirement, a consumer may choose to suggest what 
the credit bureau could do to best accomplish the investigation. In a dispute over 
ownership of an account, a consumer should request that the credit bureau obtain a copy 
of the underlying application or contract from the furnisher, and should provide several 
handwriting samples, such as copies of cancelled checks, a driver's license or backs of 
credit cards that include her signature. 

The credit bureaus may claim that it would be unreasonable to expect them to pay 
for a handwriting analysis. To avoid this, the consumer could offer to pay this expense. 
Consumers can also provide the name and contact information of third-party witnesses 
who support their disputes. For example, if a consumer has been in direct conuct with 
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a furnisher represenlalh'e who was helpful and agreed with her position, the dispute leller 
could provide the name and address of that person, and a request that the credit bureau 
manually send the dispute directly to that person, rather than through an electronic 
message. If the dispute concerns a public record, a request for investigation could 
include the name and telephone number of the court clerk. If there was prior litigation 
involved, the dispute letter could include the name and telephone number of the attorney 
who previously represented the creditor. 


9, Include Information Questioning the Furnisher i Accuracy in Other Contexts 

A dispute letter should also include any available information questioning the 
accuracy of the furnisher’s information in other contexts, in order to rebut any claim that 
the furnisher's reporting could be considered presumptively accurate. There are no 
limitations as to the nature of such additional infoimation: copies of relevant court 
opinions against the furnisher in credit reporting contexts, or simifar complaints by other 
consumers against that furnisher. A consumer could even include press clippings that 
referenced a partieular furnisher. 


10. Hire a Lawyer 

If the consumer has been imable obtain a satisfactory result after sending multiple 
disputes to the bureaus, he or she may have to think about hiring a lawyer. It is best to 
hire a lawyer experienced in handling FCRA cases on behalf of consumers. The FCRA is 
a complicated statute lull of pitfalls for inexperienced practitioners. For example, some 
of the requirements of the FCRA do not permit the consumer to seek redress in court for 
their violation. A common rookie mistake is to sue under one of these provisions. 
Listings of consumer lawyers handling FCRA cases can be found at the following 
websites: 

National Association of Consumer Advocates: www.naca.net 

My Fair Credit: ww w.mvfaircredil.com 


B. RESOURCES 


I. Books 

The following publications include additional information about the FCRA dispute 
process, other important rights under the FCRA, and FCRA litigation. 

National Consumer Law Center, Fair Credit Reporting Act (6* ed. 2006 and Supp.) 

Evan I Icndricks, Credit Scores & Credit Reports: How the System Realty Work IVhat 
You Can Do (Privacy Times 2007) 
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Mari Frank, From Viclim to Victor: A Slep By Step Guide for Ending the Nightmare of 
Identity Theft (Porpoise Press, Inc. 2005) 

2. Useful Websites 
Resoutees 

My Fair Credit; www.rayfaircredit.coni 

Privacy Times: www.privacytimes.com 

FTC Identity Theft site: www.consumcr.gov/idtheft 

Identity Theft Resource Center: www.idtheftcenter.org 

Identity Theft Prevention and Survival: www.identitytheft.org 

Consumer Advocacy Oreanizations 

National Consumer Law Center: www.consumerIaw.org 
National .Association of Consumer Advocates: www.naca.net 
Consumers Union: www.consumetsunion.org . 

Consumer Federation of America: www.consumerfed.otg 

U.S. Public Interest Research Group: www.uspirg.otg 

Electronic Privacy Information Center: www.epic.org 

Privacy Rights Clearinghouse: www.privacyrighls.org 

Americans for Fairness in Lending: w\\w.affil.org (check out their “How to File a 

Complaint” page). 

Government Websites 


Federal Trade Commission: www.ftc.gov 

Stale Attorneys General: www.naag.org/ag/full_ag_iable.php 

Credit Bureau and Other Industry Sites 

Free Annual Credit Report Centralized Source: www.annualcredittcpoit.com 
Equifax: www.cquifax.com 
Experian: ivww.experian.com 
TransUnion: www.transunion.com 
Fair Isaac; www.myflco.com (consumer site) 
www.fairisaac.cora 

Choicepoint: www.choiceniist.com (consumer site) 
www.choicepoinLcom 

Consumer Data Industry A.ssoeialion (CDIA) www.cdiaonline.com 
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C. REFORM RECOMMENDATIONS 
I. The Regulalors Must Act 

As discussed (hroughout this report, many of the problems and deficiencies bi the 
FCRA dispute and investigation process may already violate the current law. In fact, 
many of the consumer cases described in this report resulted in successful lawsuits or 
legal settlements under the FCRA. Yet the credit bureaus have not fiindamentally 
reformed their dispute and investigation procedures, preferring to fight individual 
consumers in court, and paying the occasional judgment against them. 

In addition, some of the provisions of the FCRA cannot be enforced by consuraeis 
harmed by their violation, including the all-important accuracy requirements for 
fimtishers. That requirement can only be enforced by federal regulators, including the 
FTC and banking regulators. 

Despite the problems illustrated in this report, which have been documented in 
congressional testimony and letters to regulators, the FTC has only brought a handful of 
cases during this decade against the Big Three credit bureaus. More importantly, none of 
these cases involved the accuracy of information or their farlure to conduct meaningful 
investigations. 

The banking regulators arc even worse. We do not know of any FCRA 
enforcement actions that federal banking regulators have taken against banks. If there 
have been any such actions, they have not been publicized. The tanking regulators are 
the sole entities capable of enforcing the accuracy requirements of the FCRA against 
bank furnishers, which include almost all of the major credit card lenders. They have 
abdicated this responsibility, leaving consumers unprotected against inaccurate and even 
deliberate misreporting by banks. 

The FTC and bank regulators must act to: 

• Take regulatory and enforcement action against the credit bureaus’ blatant 

noncompliance with the FCRA dispute and investigation requirements. This 

includes: 

0 Requiring the credit bureau to meaningfully review and evaluate both the 
consumer's dispute (including supporting documentation) and any the 
response from the fimiishcr, rather than merely parroting it 

0 Requiring credit bureaus to send to the furnisher all documents submitted 
by the consumer in an FCRA dispute pursuant to the FCRA's requirement 
that “all relevant information" be forwarded. 

0 Developing an appeal procedure that the consumer can invoke, including a 
telephone conference with a bureau employee who has the consumer’s 
dispute and all the documentation provided by the fitmishcr and the 
consumer. 
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• Require credit bureaus to improve their reporting sj'stems by: 

0 Promulgating technical specifications for the standardized reporting 
format (called Metro 2 ) that allow credit bureaus to track transferred 
accounts, prevent duplicate accounts, and prevent reinsertion by furnishers 
of deleted incorrect items. 

0 Require the credit bureaus to use the full identifying information of 
consumers when matching information to a file, including all nine digits of 
the consumer's Social Security number. 

• Taking regulatory and enforcement actions against furnishers for their failure to 
conduct proper investigations, and require them to make a substantive 
determination of the validity of the specific dispute at issue. This includes: 

0 Requiring furnishers to investigate the specific dispute raised by the 
consumer rather than merely verifying that the disputed information itself 
appears in their own records. The furnisher’s investigation must involve 
reviewing the actuai documents provided by the consumer, and reviewing 
documents in its own possession or in the possession of an earlier holder 
of the debt, ft may include requiring furnishers to contact third parties, 

0 Requiring furnishers to rebut the consumer’s specific dispute by providing 
to the consumer and the credit bureau documentation that shows that the 
information furnished is correci. Furnishers should not be allowed simply 
to tell the credit bureau that the consumer is wrong and the original 
information was correct Instead, the fiinusher should be required to give 
the consumer and the credit bureau the underlying information - copies of 
documents with original signatures to rebut a forgery claim, for example, 
or copies of the payment record to demonstrate that the claimed balance is 
correct 

0 Taking action against debt collectors who re-age information so that it 
stays on consumers’ credit reports past the statutorily permitted seven 
years, 

• Require furnishers to improve the accuracy of their reporting by; 

0 Requiring furaishers to retain specific operative records for any account 
for which they are reporting to a credit bureau. For example, credit card 
furnishers should be required to retain original account applications, 
original contract or agreements, any billing statements, and any records of 
disputes. 

0 Requiting debt collectors and debt buyer to obtain the original records 
needed to verify a debt from the creditor and to review them before 
furnishing information to a CRA. For example, in a credit card case, the 
debt buyer must be required to obtain and review the consumer’s account 
application, original agreement, history of periodic statements, and any 
record showing whether any of the debt was disputed with the creditor. If 
the consumer disputes the debt and the debt buyer does not have adequate 
original documentation, the account must be deleted from the consumer’s 
file. 
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2. Congressionat Action 

The number one right that consumere lack under the FCRA is the ability to ask a 
judge to tell credit bureaus and furnishers; “fix that report.” With one minor exception, 
the FCRA only allows injured consumers to get money for damages that they suffered, 
and a penalty if the violation was willful. The vast majority of courts have held that 
coiuts do not have the power to issue an injunction under the FCRA, i.e. to order the 
credit bureaus to do or not do something. The FCRA is an anomaly in this respect, as a 
Supreme Court decision provides the basis for injunctive relief for most other laws.' 

Consider a consumer who has filed dispute after dispute with the credit bureaus, 
who has supplied evidence of fraud or mistake, and who has sued to protect her rights 
under the FCRA. If she can show that the credit bureaus or fiimishers were unreasonable 
in their investigations, she might be able to get actual damages if she can prove the error 
caused a denial of credit after the dispute or is in a jurisdiction that permits intangible 
damages. If she can show the credit bureaus or furnishers knew they were violating the 
law or acted with reckless disregard, she can seek sututory or punitive damages. But she 
cannot seek the one thing she really wants, the remedy that started her down this arduous 
path in the first place - an order telling the credit bureaus and furnisher to correct the 
error. Providing courts with explicit authority to issue injunctive relief would further the 
purpose of the FCRA to “assure maximum possible accuracy." 

Congress must also act to fix the broken credit repotting and dispute system, 
especially if the regulators do not act If the regulators do not act. Congress should 
amend the FCRA to statutorily impose the essential requirements discussed in Part V.C.l 
above on credit bureaus and furnishers. 


•* V. Yairasiki. 442 U.S. 6S2 (1979) CAlsoit d* cIcaiKl ocmBiml a Ck conBiy frem Oicigitss, federal 
eewrls lefaintheireijuiwble rower to iwK injunedons in suits over wtiicli diey haw junsdicim''). 
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RESPONSE TO WRITTEN QUESTIONS OF CHAIRMAN BROWN 
FROM COREY STONE 

Q.l. One theme in credit reporting issues has been that, even if 
consumers are vigilant and try to check their credit reports (or pur- 
chase credit scores), they can still miss substantive credit issues 
that arise when a consumer goes to use a line of credit. 

Consumers may not be able to understand the information con- 
tained in their credit reports, and, as the CFPB has reported, con- 
sumers who purchase their credit scores see a materially different 
score than a creditor would see 19-24 percent of the time. 

Is this lack of clear information consistent with the spirit of the 
FACT Act? 

A.l. The FACT Act has provisions to make the information in cred- 
it reports and the scores derived from them more accessible to con- 
sumers. The FACT Act entitles consumers to obtain a free credit 
report annually from each of the nationwide consumer reporting 
agencies and from nationwide specialty consumer reporting agen- 
cies, as well as additional free reports from nationwide consumer 
reporting agencies in connection with initial fraud alerts and ex- 
tended alerts. Additionally, the FACT Act gives consumers the 
right to purchase a credit score at a reasonable fee and requires 
mortgage lenders who use credit scores in connection with con- 
sumer mortgage applications to provide the scores to the con- 
sumers. Subsequent amendments to the FCRA in Dodd-Frank fur- 
ther expanded consumer access to credit scores by requiring lend- 
ers to disclose credit scores with adverse action and risked based 
pricing disclosures. 

In October 2012, the CFPB published a study, “Analysis of Dif- 
ferences between Consumer- and Creditor-Purchased Credit 
Scores,” comparing credit scores obtained by consumers with those 
used by lenders. For the study, the CFPB analyzed 200,000 credit 
files from each of the three major nationwide consumer reporting 
agencies. 

While the CFPB found that the educational scores sold by the 
credit bureaus generally correlate highly with the score most wide- 
ly used by creditors, the correlations are not perfect, so as you 
point out, a substantial minority of consumers could find them- 
selves with educational scores that would not be reflective of the 
score a lender would be looking at (most likely a FICO score). 

Given this variation in outcome, the CFPB concluded in the re- 
port that “firms that sell scores to consumers should make con- 
sumers aware that the scores consumers could purchase could vary, 
sometimes substantially, from the scores used by creditors.” 

Q.2. How can we improve access and information for consumers 
given the discrepancies? 

A.2. Improvements can be made in several areas. 

( 135 ) 
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In the CFPB’s recent study on credit reporting, the CFPB found 
that only about one in five people with a credit history (44 million 
consumers) check their free credit report from the nationwide con- 
sumer reporting agencies each year or obtain reports through paid 
credit monitoring services or notices of adverse action or risk-based 
pricing decisions. Regardless of the credit scoring model used by a 
lender, a consumer can benefit by reviewing the underlying infor- 
mation in his or her credit report. Consumers who identify and suc- 
cessfully dispute incorrect derogatory information in their credit 
files {e.g., an account reported as delinquent that was not in fact 
delinquent, an incorrect collection) will likely improve their stand- 
ing with creditors regardless of the credit scoring model used. The 
CFPB encourages consumers to exercise their legal right to review 
their credit files. 

Improvements can also be made in the disclosure of information 
to consumers who purchase credit scores. The CFPB noted in its 
October 2012 report that providers of educational credit scores 
should ensure that the potential for score differences is clear to 
consumers. As we noted in the report: 

. . . for a substantial minority of consumers, the scores that consumers 
purchase from the nationwide CRAs depict consumers’ creditworthiness dif- 
ferently from the scores sold to creditors. It is likely that, unaided, many 
consumers will not understand this fact or even understand that the score 
they have obtained is an educational score and not the score that a lender 
is likely to rely upon. Consumers obtaining educational scores may be con- 
fused about the usefulness of the score being sold if sellers or scores do not 
make it clear to consumers before the consumer purchases the educational 
score that it is not the score the lender is likely to use. 

Q.3. Does the variability in credit reports make it more difficult for 
consumers to monitor and correct their information? 

A.3. The CFPB study on credit scores found that for most con- 
sumers, the scores produced by different scoring models provide 
similar information about the relative creditworthiness of the con- 
sumers. For 19 to 24 percent of consumers, variations in scoring 
models could lead to consumers having an inaccurate perception of 
how lenders see their creditworthiness. In the cases where edu- 
cational scores were higher than a score used by lenders, con- 
sumers may overestimate their creditworthiness, and might be 
lulled into a false sense of confidence. In cases where consumers 
have an educational score that is lower than what a lender might 
see, consumers could be motivated to improve the information in 
their credit file, both by changing behavior and correcting errors. 

Q.4. Is there any evidence that a person’s credit history has any 
connection with their job performance? 

A.4. We are not aware of evidence on this topic. 

Q.5. Would it be practicable or advisable for each credit inquiry 
listed on a credit report — whether a hard or soft inquiry — to in- 
clude the inquiring party’s contact information, the nature of their 
business, and the purpose of their inquiry? 

A.5. File disclosures to consumers currently provide the contact in- 
formation for hard inquiries (inquiries that would impact a con- 
sumer’s credit score). The contact information for soft inquiries 
{e.g., account reviews, pre-screening inquiries) is not provided. 
Since soft inquiries do not impact a consumer’s credit rating, it is 
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not clear that adding contact information for soft inquiries would 
assist consumers in improving their credit standing. 

Q.6. Do you agree that FACTA inadvertently repealed the existing 
right of consumers and State officials to sue for any violations of 
the adverse-action provisions of the FCRA? 

A.6. FACTA amended section 615 of the FCRA so that sections 616 
and 617, which create civil liahility for certain violations of the 
FCRA, do not apply to failures to comply with section 615. 

Q.7. Would you support or oppose restoring the original intent of 
the FCRA by restoring this private enforcement right? 

A.7. As an independent regulatory bureau, the CFPB is focused on 
carrying out, implementing, and enforcing the laws that Congress 
and the President enact. If there is a specific legislative proposal 
we are asked to review for purposes of providing technical advice 
on its likely consequences, we would be happy to do so. 


RESPONSE TO WRITTEN QUESTIONS OF CHAIRMAN BROWN 
FROM STUART K. PRATT 

Q.l. Is there any evidence that a person’s credit history has any 
connection with their job performance? 

A.I. A 2008 study by Edward Oppler, et al., showed a correlation 
between using a credit report for employment purposes and what 
Oppler described as “counterproductive work behavior,” defined as 
theft and related behaviors. In short, Oppler concluded that em- 
ployees with financial history concerns were significantly more like- 
ly to engage in counterproductive work behavior than those with- 
out financial concerns. In fact, a job applicant with a troubled fi- 
nancial history was almost twice as likely to engage in theft as an 
applicant who lacked any financial history issues. 

Additionally, an Eastern Kentucky University study conducted 
by Jerry Palmer and Laura Koppes stated that there are reasons 
why a credit report could be useful as part of an employment 
check, especially when considering potential losses due to theft or 
concerns about negligent hiring liability. Palmer has noted, “These 
all seem like good reasons to include a credit check when consid- 
ering a candidate for employment.” 

The importance of managing risks via the use of a credit report 
becomes evident in the context of data released by the Association 
of Certified Fraud Examiners. It notes that employee thefts ac- 
count for nearly $1 trillion annually. The average theft totals more 
than $175,000, but that number increases to $200,000 for organiza- 
tions with less than 100 employees. The top two red-flag warnings 
present in these crimes were instances where the fraudster was liv- 
ing beyond his or her financial means or experiencing financial dif- 
ficulties. That’s important because employee fraud and theft can 
very well determine whether a small business survives or not. 

As I discussed during the question and answer period it is impor- 
tant to remember that employers’ use of credit reports is respon- 
sible. A survey of human resources professionals conducted by the 
Society for Human Resource Management (SHRM) found the fol- 
lowing is true with regard to use: 
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• 80 percent of those surveyed had hired someone despite a poor 
credit history. 

• 87 percent use a credit report for positions with financial re- 
sponsibilities. 

• 42 percent use a credit report for senior executive positions. 

• 34 percent do so for positions with access to highly confidential 
employee information. 

In a survey of our own members we found that employers or- 
dered credit reports as part of only an average of 10 percent of all 
background screening products. 

In summary, credit reports are used responsibly based on SHRM 
data. They are used discretely based on CDIA data. They are use- 
ful when you review the academic literature. Finally the fact that 
the FCRA permits the use of a credit report does not absolve an 
employer from its duty to comply with Title VII of the Civil Rights 
Act and to consider guidance issued by the EEOC regarding this 
Title. Employers are also subject to enforcement and investigative 
actions by the EEOC. 

Q.2. Would it be practicable or advisable for each credit inquiry 
listed on a credit report — whether a hard or soft inquiry — to in- 
clude the inquiring party’s contact information, the nature of their 
business, and the purpose of their inquiry? 

A.2. No. CDIA believes that Congress has already struck the right 
balance regarding the amount of information that should be dis- 
closed to consumers when an inquiry is included in their credit file 
disclosures. 

The law states that “the name of the person or, if applicable, the 
trade name (written in full) under which such person conducts 
business” must be disclosed and then, upon request, the consumer 
reporting agency must provide the address and telephone number 
of the person. By layering the amount of information a consumer 
sees, it is far more likely that consumers will take the time to re- 
view inquiries and to then to seek additional information regarding 
only those for which they have questions. 

The theory that more information being immediately available is 
better is simply not true. It is very likely that when presented with 
a large volume of information a consumer may find the task of re- 
viewing inquiries too great and simply skip this section of the cred- 
it file disclosure. This would be a bad policy result. 

In terms of expanding the data made available to consumers re- 
garding an inquiry to include “the nature of their business, and the 
purpose of their inquiry” we believe these data are best provided 
by the company that made the inquiry. This is why Congress re- 
quires consumer reporting agencies to provide contact information 
upon request in the first place. CDIA believes that FCRA Section 
609(a)(3)(B) strikes the right balance and the result is a success for 
consumers in terms of transparency and effective, meaningful dis- 
closure. 

Q.3. Do you agree that FACTA inadvertently repealed the existing 
right of consumers and State officials to sue for any violations of 
the adverse-action provisions of the FCRA? 
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A.3. CDIA believes that Congress itself is in the best position to 
speak to its intent when it repealed the right described in the ques- 
tion. 

Q.4. Would you support or oppose restoring the original intent of 
the FCRA by restoring this private enforcement right? 

A.4. At this time the CDIA would oppose opening up the FCRA to 
any amendment. The Consumer Financial Protection Bureau is 
midstream in the exercise of its considerable powers with regard to 
the FCRA and our members. We should not expose the FCRA to 
open debate which would insert unhelpful and unnecessary legisla- 
tive uncertainty. 


RESPONSE TO WRITTEN QUESTIONS OF CHAIRMAN BROWN 
FROM CHI CHI WU 

Q.l. Is there any evidence that a person’s credit history has any 
connection with their job performance? 

A.I. The overwhelming weight of evidence is that people with im- 
paired credit histories are not more likely to be bad employees or 
to steal from their employers. The earliest study on this issue, con- 
ducted by Professors Jerry Palmer and Laura Koppes of Eastern 
Kentucky University, concluded there is no correlation between 
credit history and an employee’s job performance. ^ 

A more recent study from 2011 also failed to find a link between 
low credit scores and theft or deviant behavior at work.^ Indeed, 
the study found a correlation between low credit scores and an 
agreeable personality. 

A representative of TransUnion, one of the three major nation- 
wide credit reporting agencies, has admitted that: “At this point we 
don’t have any research to show any statistical correlation between 
what’s in somebody’s credit report and their job performance or 
their likelihood to commit fraud. ’’^ Richard Tonowski, the Chief 
Psychologist for the Equal Employment Opportunity Commission, 
agreed. In 2010, he testified that there is “very little evidence that 
credit history is indicative of who can do the job better” and it is 
“hard to establish a predictive relationship between credit and 
crime. 

Promoters of the use of credit histories in employment have tried 
to link credit history to job performance by citing an Association of 
Certified Fraud Examiners report noting that two warning signs 
exhibited by some fraudsters were living beyond their financial 


^ Jerry K. Palmer and Laura L. Koppes, Further Investigation of Credit History as a Predictor 
of Employee Turnover. Presentation to the American Psychological Society, 2003. See also Press 
Release, Society for Industrial and Organizational Psychology, Credit History Not a Good Pre- 
dictor of Job Performance or Turnover, January 16, 2004, available at http: 1 1 
www.newswise.com / articles / credit-history-not-a-goodpredictor-of-job-performance-or-turnover 
(summarizing study by Drs. Palmer and Koppes). 

2 Jeremy B. Bemerth et al. An Empirical Investigation of Dispositional Antecedents and Per- 
formance-Related Outcomes of Credit Scores, Journal of Applied Psychology, Oct. 24, 2011. See 
also Ann Carrns, Bucks Blog: No Link Seen Between Low Credit Scores and Bad Job Behavior, 
New York Times, November 8, 2011, available at http: I Ibucks. blogs. nytimes.comi 2011 1 111081 
no-link-seen-between-low-credit-scores-and-bad-job-behavior / (summarizing study by Dr. 
Bernerth). 

^Andrew Martin, As a Hiring Filter, Credit Checks Draw Questions, New York Times, April 
9, 2010, available at http:! I www.nytimes.com 1 2010 1 04 1 10 1 business 1 10credit.html. 

4 Statement of Richard Tonowski, EEOC Chief Psychologist, EEOC) Meeting on Employer Use 
of Credit History as a Screening Tool, October 20, 2010. 
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means or experiencing financial difficulties. However, while some 
thieves may have had financial difficulties, it is a far cry to say 
that any worker with financial difficulties has a propensity to be 
a thief. This conclusion would imply that the 25 percent of Amer- 
ican workers who have impaired credit are likely thieves.® Note 
that the same study found that men are responsible for twice as 
much in fraud losses than women; that fraud from workers over 50 
resulted in losses twice as high as fraud by younger workers; and 
another significant warning sign for fraud is divorce. Yet no one is 
suggesting screening out men, older workers, or divorced workers 
because they are supposedly prone to committing theft. 

Finally, there are a number of other problems with the issue of 
credit history by employers, such as: 

• Credit checks create a fundamental “Catch-22” for job 
applicants. A worker who loses her job is likely fall behind 
on paying her bills; with the increasing use of credit reports, 
this worker now finds herself shut out of the job market. 

• Use of credit checks in hiring could prevent economic re- 
covery for millions of Americans. The use of credit history 
for job applicants is especially absurd in the midst of still-too- 
high unemployment and the aftermath of the Great Recession. 

• The use of credit in hiring discriminates against African 
American and Latino job applicants. Study after study has 
documented how, as a group, African Americans and Latinos 
have lower credit scores than whites. If credit scores are sup- 
posed to be an accurate translation of a consumer’s credit re- 
port, that means these groups fare worse when credit history 
is considered in employment. 

• Credit reports suffer from unacceptable rates of inaccu- 
racy, especially for a purpose as important as use in em- 
ployment. 

These issues are discussed in greater depth in our written testi- 
mony for the December 19, 2012 hearing before the Subcommittee 
on Financial Institutions and Consumer Protection, as well as 
hearings before the House Financial Services Committee® and the 
Equal Employment Opportunity Commission.’^ 

Q.2. Would it be practicable or advisable for each credit inquiry 
listed on a credit report — whether a hard or soft inquiry — to in- 
clude the inquiring party’s contact information, the nature of their 
business, and the purpose of their inquiry? 

A.2. We do not see any barriers to including more information 
about the entity that obtained a credit report — referred to as the 


® Press Release, FICO, Growing Number of Consumers Nearing the Perfect FICO Score, Apr. 
30, 2012 (chart showing that number of consumers with FICO scores under 600 was 24.7 per- 
cent in 2011). 

^Legislative Hearing on HR. 3149, the Equal Employment for All Act: Hearing before the 
Subcomm. on Financial Inst, and Consumer Credit, House Comm, on Fin. Servs., 110th Congr. 
(2010) (written statement of Chi Chi Wu, Staff Attorney, National Consumer Law Center); Use 
of Credit Information Beyond Lending: Issues and Reform Proposals: Hearing before the 
Subcomm. on Financial Inst, and Consumer Credit, House Comm, on Fin. Servs., 110th Congr. 
(2010) (written statement of Chi Chi Wu, Staff Attorney, National Consumer Law Center). 

'^Barriers to Employment: Employer Use of Credit History as a Screening Tool: Hearing before 
the Equal Employment Opportunity Commission (October 20, 2010)(written statement of Chi 
Chi Wu, Staff Attorney, National Consumer Law Center). 
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“user” of the credit report — for each inquiry on that report. This in- 
formation could include the user’s contact information, which is al- 
ready required to he disclosed upon the consumer’s request under 
the Fair Credit Reporting Act (FCRA). It should not be difficult to 
automatically include this information instead of requiring a con- 
sumer request. 

The additional information could also include the nature of the 
user’s business, and under what provision of the FCRA did the user 
have a statutorily permitted purpose to obtain the credit report. 
The credit reporting agency should have this information, because 
it should have screened the user to ensure it had a permissible 
purpose. This information would help consumers understand for 
what reason their credit reports were obtained, and would ensure 
that users actually do have a purpose that is legally permitted 
under the FCRA. 

Q.3. Do you agree that FACTA inadvertently repealed the existing 
right of consumers and State officials to sue for any violations of 
the adverse-action provisions of the FCRA? 

A.3. Yes, we agree. A number of courts have held that FACTA re- 
pealed the existing right of consumers and State officials to sue for 
any violations of the adverse-action notice provisions of the FCRA.® 
We believe that this repeal was inadvertent, unintentional, and not 
part of FACTA’s legislative bargain. 

FACTA itself clearly indicates that Congress had absolutely no 
intention of abolishing the consumer’s right to seek redress of this 
important right. The uncodified version of FACTA states: 

Rule of Construction. — Nothing in this section, the amendments made by 
this section, or any other provision of this Act shall be construed to affect 
any liability under section 616 or 617 of the Fair Credit Reporting Act (15 
U.S.C. 1681n, 1681o) that existed on the day before the date of enactment 
of this Act. 

Pub. L. 108-159, 117 Stat. 1960, § 312(f) (2003). 

This provision expressly preserved all private enforcement rights 
that existed under the FCRA as of the date of FACTA’s passage, 
and indicates Congress’s intent to retain all existing consumer rem- 
edies under the Act. 

Indeed, after FACTA’s enactment, the credit industry did not 
claim to have eliminated the consumer remedy for the adverse-ac- 
tion disclosure, with the American Banker only noting that FACTA 
“perhaps inadvertently eliminates the existing right of consumers 
and State officials to sue for any violations of the adverse-action 
provisions of the FCRA.”^ Had Congress intended FACTA to carve 
private damages suits wholesale out of the user liability section of 
the FCRA, the banking and credit industry would have trumpeted 
that change in the days following the President’s signature. 

Q.4. Would you support or oppose restoring the original intent of 
the FCRA by restoring this private enforcement right? 

A.4. We absolutely and unequivocally support restoration of the 
ability for consumers to seek relief in the courts when their right 


®For a list of cases, see National Consumer Law Center, Fair Credit Reporting § 8.5.5 (7th 
ed. 2010 and Supp.). 

^M. Heller, Regulators Scurry to Close FACT Act Loophole, American Banker (Dec. 12, 2003), 
at 3. 
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to an adverse action notice under the FCRA is violated. Consumers 
have been deprived of an important remedy because of this scriv- 
ener’s error, which needs to be corrected. 

We note that in previous testimony, industry representatives de- 
clined to claim that FACTA had intentionally abolished this private 
enforcement remedy or to oppose its restoration. In a 2007 hearing 
before the House Committee on Financial Services, then Chairman 
Barney Frank engaged in the following colloquy with Stuart Pratt, 
President and CEO of the Consumer Data Industry Association, 
and Anne Fortney of Hudson Cook, another industry representa- 
tive 

The CHAIRMAN. We will look into that. Let me just ask, the other ques- 
tion is to Ms. Fortney and Mr. Pratt, because both Ms. Wu and Mr. Bennett 
talked about the interpretation that we had sub silentio repeal of the pri- 
vate right of action. Do you agree that was something that was not done 
intentionally? And what would your view be to our restoring it? Mr. Pratt? 

Mr. PRATT. We didn’t work on that section of the FACT Act. It relates to 

the date of furnishers and the date of 

The CHAIRMAN. OK. Ms. Fortney? 

Ms. FORTNEY. I think the statute is clear, and that is why the vast major- 
ity — 

The CHAIRMAN. That wasn’t the question. 

Ms. FORTNEY. OK. I know. 

The CHAIRMAN. Then why don’t you answer it? 

Ms. FORTNEY. The answer is, I don’t know that whoever drafted that 

The CHAIRMAN. Fair point. But would you like to leave it the way it is? 

Ms. FORTNEY. I am sorry? 

The CHAIRMAN. Would you object if we restored the right of action that 
is in the bill? 

Ms. FORTNEY. I don’t have an opinion on that, sir. 

The CHAIRMAN. Oh, OK. Then it is two to nothing, two abstentions. 

It was not until several years later that industry representatives 
began opposing restoration of this private remedy. 


Credit Reports: Consumers’ Ability to Dispute and Change Inaccurate Information: Hearing 
Before the H. Comm, on Fin. Serv., 110 Congr. 50 (2007). 
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Additional Material Supplied eor the Record 

Hnitol Senate 

WASHINGTON, DC 20510 


August 2, 2012 


Hon. Richard Cordray 
Director 

Consumer Financial Protection Bureau 
1 800 G Street, NW 
Washington, DC 20522 

Dear Director Cordray: 

We -write to express concern about the impact of medical debt on the consumer credit market. In 
recent months, national press coverage has helped highlight the unfortunate feet that fully paid- 
off medical debts are needlessly constraining the ability of millions of consumers to responsibly 
acquire credit. This state of affairs is bad for consumers, bad for lenders, and bad for our 
economy. 

The issue of consumer debt is usually discussed in relation to a consumer’s ability to pay. But for 
medical debt, the problem is one of information. Consumers frequently do not even know there 
is a debt that they are personally responsible for paying before it goes to collections. Often, by 
the time they find out, the medical office has already reported the bill to collections. In this case, 
even if the consumer is still in discussions with the insurance company, the damage to the 
consumer’s credit score has already been done. In fact, the Fair Isaac Corporation estimates that 
anyxmpaid debt sent to collections, whether for $100 or $10,000, can shave up to 100 points off 
of a credit score. 

These black marks, which remain on credit reports for seven years, can translate into large and 
unforeseen costs for consumers. Creditworthy consumers look artificially risky and their ability 
to contribute fully to our economy is constradned. As we all know, markets do not work well 
when the information diey rely on is not correct. 

The uniqueness of medical debt — -the unplanned nature of the purchases, the opaqueness of the 
costs, the complex billing procedures, the exceptionally high error rate in reporting, and the lack 
of predictive value for lenders — and the implications of the informational inaccuracies it creates 
require all involved to craft careful and thoughtful solutions. 

One potential approach put forward by us is the Medical Debt Responsibility Act (S.2149). This 
bill would amend the Fair Credit Reporting Act to require consumer reporting agencies to 
remove medical debts from a consumer’s credit report -within 45 days once they have been fully 
paid or settled. This approach has already won the backing of a number of key industry 
participants, including the American Medical Association, the Mortgage Bankers Association, 
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and the National Credit Reporting Association. It also passed the House of Representatives last 
Congress with a bipartisan majority of 336-82. 

But there may be other approaches that could also address the challenge of medical debt, both 
legislatively and through the regulatory process. We therefore ask you to begin to process of 
addressing, through your authorities and in cooperation with us, the problems related to medical 
debt collections and scoring. 

Addressing the unique challenges of medical debt would be helpful to all involved. Consumers 
would get access to credit at the prices they truly deserve, while lenders would get better and 
mote accurate information about consumer creditworthiness. But the real winner would be our 
economy, as millions of creditworthy consumers would be released from artificially-low credit 
scores that misrepresent their ability and likelihood to pay. 

We look forward to working with you and with colleagues on both sides of the aisle on this 
issue. 


Sincerely, 

4^ A- |1«^ (jLA- "Sd 

Sen. Jeff Merkley Sen. Chuck Schumer 



Sen. Sherrod Brown 
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Consumer Financial 
Proteclion Bureau 


August 30, 2012 


The Honorable Jeff Merkley 
3 1 3 Hart Senate Office Building 
Washington, DC 20510 

The Honorable Robert Menendez 
528 Hart Senate Office Building 
Washington, DC 20510 


The Honorable Chuck Schumer 
322 Hart Senate Office Building 
Washington, DC 20510 

The Honorable Sherrod Brown 
713 Hart Senate Office Building 
Washington, DC 20510 


Dear Senators Merkley, Schumer, Menendez, and Brown: 

Thank you for your letter about medical debt. The CFPB shares your concern about the 
impact of medical debt on consumers. Unfortunately, dealing with medical debt is a daily 
reality for many Americans. 

Perhaps the only circumstance more vulnerable than being sick is being sick and in debt. 
Medical debt is a major contributor to credit problems and personal bankruptcies among 
American consumers. Medical debt is also a major source of negative information in 
consumers’ credit files and is reportedly the largest source of consumer debt sent to collection 
agencies. According to a study by the Federal Reserve Board, over half of all collection 
actions on a credit report were associated with medical bills. Consumers who have medical 
collection actions reported on their credit file face real-world consequences: they can face a 
harder time getting a loan approved or even getting a job. 

Over the past decade, consumers have had to pay, on average, a growing share of medical 
expenses out-of-pocket, even when insured. Those who are uninsured have it worse. And 
due to the complexity of the medical billing and repayment process, consumers can face 
significant hurdles in keeping track of their financial obligations when they receive care. 

After receiving treatment, consumers may receive bills from multiple parties, and often face 
challenges in knowing exactly how much to pay, whom to pay, and when to pay. In some 
cases, consumers may not even be aware of medical debts reported to collections due to 
billing errors. 

In light of these challenges, the CFPB has begun a review of the treatment of medical debt in 
both the debt collection and credit reporting industries. We want to make sure that medical 
debt and all information that goes into a consumer’s credit report is reported accurately, and 
that consumers are treated in a fair and consistent way when providers send debt to collection. 


consurnerfiriancG.gov 
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As you may know, we recently adopted a rule to begin supervising larger market participants 
in the consumer reporting industry, including the large national credit bureaus. The final rule 
extends our supervisory authority to consumer reporting agencies that have more than $7 
million in annual receipts. This authority will extend to about 30 consumer reporting agencies 
that account for about 94 percent of consumer reporting revenue. This will be the first time 
these companies will be supervised at the federal level. We are also currently working to 
finalize a similar rule that will allow us to begin supervising larger market participants in the 
debt collection industry. 

We will certainly keep the issues you have raised in mind, and wc look forward to continuing 
to work with you to protect American financial consumers. 


Sincerely, 




Richard Cordray 
Director 



December 18, 2012 


The Honorable Sherrod Brown 

Chairman, Financial Institutions and Consumer Protection Subcommittee 
US Senate 

Washington, DC 20510 
The Honorable Bob Corker 

Ranking Member, Financial Institutions and Consumer Protection Subcommittee 
US Senate 

Washington, DC 20510 

Dear Chairman Brown and Ranking Member Corker: 

The National Association of Credit Services Organizations, the leading trade association 
for the credit repair industry, actively advocates legal compliance, consumer and 
industry education, ethical practices, and consumer fairness in the credit repair process. 

NACSO is pleased that the Committee is holding the hearing entitled, "Making Sense of 
Consumer Credit Reports". Every day, credit report inaccuracies preclude honest 
consumers from attaining their dreams. A single inaccuracy can often have devastating 
consequences. Credible, law-abiding credit repair companies fulfill a vital role in serving 
those who request assistance in removing inaccurate and unverifiable information from 
their credit report so that it accurately reflects their probable credit worthiness. 

The Columbus, Ohio Dispatch newspaper conducted an extensive investigation into 
credit report errors. A copy is enclosed. To quote one consumer, Brenda Campbell, in 
the Dispatch investigation. “It nearly destroyed my life, and then fixing the problem 
consumed my life." 

While the Federal Trade Commission has jurisdiction of our industry pursuant to the 
Credit Repair Organizations Act (CROA), we have maintained an open dialogue and 
served as a resource to the CFPB. We commend the agency for the keen focus in 
studying the credit reporting agencies’ activities impacting consumers from all walks of 
life. 

One key takeaway from the recent CFPB report: “Key Dimensions and Processes in the 
U.S. Credit Reporting System: A review of how the nation's largest credit bureaus 
manage consumer data” is that "the credit reporting companies resolve an average of 15 
percent of consumer disputed items internally, without getting the data furnishers 
involved. The remaining 85 percent are passed on to the furnishers,... the report 
however, found that the documentation consumers mail in to support their cases may 
not be getting passed on to the data furnishers for them to properly investigate and 
report back to the credit reporting company." 

NACSO Non-Profit Business League, Inc. • a 501 (c) (6) Non-Profit Organization 
1611 Wilmeth Road ■ McKinney, TX 75069 
Phone: (866) 97-NACSO • Fax: (972) 838-1244 
www.nacso.oro 


That is just one unnecessary hardship consumers face when challenging inaccurate or 
unverifiable items on a credit reports. Whafs more, in recent testimony before the 
House Financial Services Committee, Chi Chi Wu of the National Consumer Law 
Center, discussed "Automated Injustice" because consumers spend hours documenting 
disputes and the bureaus turn the complaint into a data code, transmit the code with a 
sentence to creditor or collection agency, and don’t submit the consumer’s dispute 
file. As Ms. Wu stated, "It’s very hard for consumers to get their errors fixed. Some 
people just don’t have the literacy or educational backgrounds to file the disputes by 
themselves." 

The Federal Trade Commission’s own Congressional reports explain the necessary role 
that experts play in helping consumers obtain an accurate credit report. This relief often 
enables consumers to obtain a car loan or home mortgage, to qualify for a lower interest 
rate, or in some Instances, to get a job. However, we would be remiss if we did not 
inform you that the FTC staffs statutory interpretation of the Credit Repair Organizations 
Act (CROA) threatens to eradicate legitimate credit repair companies and expose 
consumers to the dishonest, poorly organized and unlawful credit repair scams that will 
fill the void of legitimate professionals to assist them. 

Credit report Inaccuracies can have a devastating effect on consumers. The FTC's 
FACT reports to Congress have acknowledged that many consumers need expert 
assistance to navigate the process of obtaining an accurate credit report. As credible 
credit repair companies have become established and benefitted the marketplace, 
consumer complaints regarding credit repair have plummeted over the past few years, to 
where credit repair was not within the top 60 product/service subcategories attracting 
consumer complaints. 

Professional credit repair companies have served tens of thousands of satisfied 
customers; positively impacting lives and helping consumers achieve the American 
dream. Just as consumers hire non-attorney advocates to assist with social security 
disability claims, there are professionals who help consumers repair credit reports. 

Credit repair companies cause consumer benefit, not consumer harm. FTC staff has 
interpreted CROA's outline of “services" in an overly broad, overreaching and 
inconsistent manner that departs from CROA's plain language, creates undefined 
parameters, and allows no viable business model for a legitimate credit repair company. 

Credit repair is a much-needed solution for hard working American consumers. It’s time 
to stop treating credit repair as if it were the problem. 

We remain at your service to assist with issues that may arise before the Committee. If 
you have any questions or need assistance, please contact our executive director in 
Washington, Nicholas Owens, at 202-495-0701 or nick@nacso.orQ . 

Thank you for your consideration of these views. 


NACSO Non-Profit Business League, Inc. • a 501 (c) (6) Non-Profit Organization 
1611 Wilmeth Road • McKinney, TX 75069 
Phone: (866) 97-NACSO • Fax: (972) 838-1244 
www.nacso.oro 
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April 16, 2012 


The Honorable Tim Johnson 
Chairman 

Committee on Banking, Housing 
and Urban Affairs 
United States Senate 
Washington, DC 20510 

The Honorable Spencer Bachus 
Chairman 

Committee on Financial Services 
U.S. House of Representatives 
Washington, DC 20515 


The Honorable Richard Shelby 
Ranking Member 
Committee on Banking, Housing 
and Urban Affairs 
United States Senate 
Washington, DC 20510 

The Honorable Barney Frank 
Ranking Member 
Committee on Financial Services 
U.S. House of Representatives 
Washington, DC 20515 


The undersigned organizations strongly support H R. 2086 and S. 2149, the Medical 
Debt Responsibility Act, introduced in the U.S. House of Representatives and the U.S. Senate. 
The bills require credit agencies to remove FULLY paid or settled medical debt from credit 
reports within 45 days. 

Annually, approximately 73 million Americans experience medical billing problems or 
have accrued medical debt. Medical debt is unique in that it is not typically reported to the credit 
bureaus by healthcare providers, but instead by collection agencies. Typically, medical bills are 
reported to the credit bureaus only after they have been assigned to collections, it is frequently 
the case that medical bills are sent to collection due to uncertainty over who should pay. The 
medical billing system is fraught with errors and confusion, further compounding the situation for 
consumers. 


Indeed, when information is inaccurate, markets make decisions on less than perfect 
information. With regard to medical debt, this can mean significantly reducing a consumer’s 
credit score and subsequently Impeding economic activity and consumer borrowing capacity. 
According to the Fair Isaac Corp., any unpaid debt sent to collections, whether for $1 00 or 
$10,000, can shave up to 100 points off a person’s credit score' - even if this collection is a 
mistake, made in error, or is in dispute. This can have a dramatic impact on an individual's 
ability to obtain a mortgage, a car loan, or any other form of credit, thereby limiting economic 
activity. 


Many consumers in states throughout America are adversely impacted by this issue. 
The current system punishes consumers regardless of the underlying facts (e.g., mistakes, 
errors, or otherwise). Congress can create equity in the current system and dramatically 
increase economic activity and growth by amending the Fair Credit Reporting Act to require the 
removal of medical collection accounts that are paid in full or settled. 

The Medical Debt Responsibility Act will prevent the credit records of millions of 
consumers from being unfairly tarnished. Credit records will show that these hard working 
consumers, who successfully paid off or settled their medical bills, are more creditworthy than 
their credit report would otherwise indicate to a prospective lender. 
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We urge Congress to pass this common sense legislation. H.R. 2086 and S. 2149 will 
help responsible consumers and at the same time reignite the economy. 

Sincerely, 

Americans for Financial Reform 
American Financial Services Association 
American Medical Association 
The Asset Building Program, New America Foundation 
California Association of Mortgage Professionals 
Consumer Federation of America 
Consumers Union 

Corporation for Enterprise Development 
Demos 

Leading Builders of America 
Mortgage Bankers Association 
NAACP 

National Association of Home Builders 
National Association of Independent Housing Professionals 
National Association of Mortgage Brokers 
National Consumer Law Center 
The National Consumer Reinvestment Coalition 
National Credit Reporting Association 
U.S. PIRG 


'Jessica Silver-Green berg, How to Fight a Bogus Bill: Many Medical Bills Contain Errors That Could End Up Wrecking 
Your Credit Score. Here's What You Need to Know, Walt Street Journal, February 19, 201 1. 
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HEADLINE; DISPATCH INVESTIGATION; CONSTANT BURDEN; 

Federai student loans can become uiiforgiving monsters of dd:t fi>r borrowers who deiault. The most common ways ran; 
Pay up or die. 

BYLINE; Jill RiepCnhoffaiid Mike Wagner, THE COLUMBUS DISPATCH 
BODY: 

The decision to pay for college with federal loans turned iinancially fatal for millions of Americans. 

Their credit scores have sunk. They've been imable to buy cars, tent apaitments and, in some cases, land jobs. Th^ 
arc tnagred by ballooning student-loan debt that has overshadowed many of them for decades. 

Without question, millions of people have chosen to ignore their student-debt obligations, easting taxpayers mli- 
lirms of dolltfs. 

Yet a Dispatch investigation found that many want to pay but cant dig out of mounting debt, such as a teacher who 
fell into serious financial trouble after a car crash, a Kent State graduate stuck with her ex-husband's loans and a woman 
who quit truck-driving school ufler two days. 

The system is extremely unforgiving," said Deanne Loonin, a NUtional CotiSumCr Law Center attorney who di- 
rects the Student Loan Borrower Assistance Project fer die Boston-based nooprolit agency. '"We've chosen, as a public 
policy. Very punitive collection. From a taxpayer-return point of view, it makes more sense to help them succeed." 

Republicans and Democrats in Congress racagnize problems with federal student-loan programs and have offered 
reforms in dozens ofbiils. Yet little has changed, except the size of a growing default rate. The U.S. Department of Ed- 
ucation tracks student loans for the first three years of repayment. The most recent data show that 13,4 percent of bor- 
rowers who were to begin repayment in 2009 bed defaulted by the end of 20 1 1 . 

But millions of others also are in default, and some have been there fer years. 

To gauge the lingering consequences. The Dispatch collected and analyzed a random sample of 394 eases from the 
nearly 16,000 lawsuits that the U.S. government hu filed against defaulted student-loan debtors s'mee 2007. 

More than 73 percent of ttm cases were filol a decade alter borrowers fell intodefeutt, which is geneinlly defined 
as not making payments for nine eArsecutiVe morttbs. Nearly a third of them were filed 20 years after default. 

The defendants owed a median debt of tS, 1 00 - nearly twice what they originally borrowed, because of com- 
pounding interest and debt-collection fees. 
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DISPATCH INVESTIGATION; CONSTANT BURDEN; Federal student loans can become unforgiving monsters of 
debt Tot Ikhtowcts who default The most comnifm w^ out: Pay up. or die. The Columbus Dispatch (Ohio) 

More than 40 percent owe double what they origittany torrowed^ most owing more in interest than on the principal 
balance. More than 8 percent owed at least triple the original amount. One owed a total of $1 5t227 on a $2,500 loan 
from 1985. 

"Interest and fees start compiling and buildbig vfs^ beyemd what people bcHTOwed, and tint's Vii^at makes dils prob- 
lem so traumad^ng," »ld U.S, Rep. Hansen Clarke, a Democrat from Michigan uho introduced a student-k>an 
glvenesa bilt "Student d^ is the next big financial bubble to burst. The 8>atem needs to be diaUged to help |»opie deal 
with this debt” 

Etecent public attentiem has singled out the private stiulent-loan market for its toxic producta because of variable in- 
terest rates and (rther ris)^ terms. But pivate toiders don't have the same arsenal to collect on debts as tiie fed^al gov- 
ernment and, at some point, the private delinquent debt becomes obsolete. 

The location Department points out dut borrowers can erase the default - and its damning credit-score Impact — 
throu^ voimu programs, ^h as a loan consolidation or by making a payment. But those options somehtnes offisr 
only Band-Aids to financially strapped consumers, and another default often follows. 

Borrowers rarely can escape their fbderal student loans, and the consequences for not paying can lead to a lifetime 
of credit sosn. 

Unlike private lenders, the federal government can pmish paychecks, seize mcome-tKc returns and take Social Se- 
curity benefits from bOTOWers who defaulted, sending them ftuther Into financial distress. 

The federal loans aren't sub|eet to a statute of limitations and are virtually impossible to discharge in bankruptcy. 

And the U.S, I^aftroent of Education rarely negotiates with defaulted borrowers, even though in some cases, half 
of the debt is derived frexn collection fees and compounding interest 

The loans gmerally follow borrowers until the ^bts art paid or dw borrowers die. 

"The federal goverriniQit currciitly places a greater priority on recovering defaulted loans than on treating borrow- 
ers as human beings," said Mark Kantrowitz, an expert on financial aid and publisher of die websites FinAid.drg and 
Fastweb.com. 

The Dispatch provided the Education Dej^rtment wifrra summary of the newspaper's findings, but officials there 
declined requests hr an interview and sent an email response instead. 

"We vrant to make sure we are doing everything we can to strike the right balance betweeh helping borrowers who 
have hit hard times and hnnmhig our mpotisibility to be good stewards of taxpayer dollars. Federal student loans are 
not like other fbnns of private credit The American taxpayer lends money to shrdents without any credit or collateral 
jtquirero^ts and provides numerous reptycneot ofitioiis end benefits,'' said the shitoraent from a d^sarPAent sptdces- 
woman. "Our goal is to prevent btxTowers from defuilting in die first place, and the vast nugwity of borrowera stay in 
good standing and ultiaiBtely repay their loans.” 

This year, studrat-loan debt hit a dubious milestoDe: It surpassed outstanding credit-card detrt as the largest form of 
craisumer debt More than 17 million borrowers owe more than $ I trillion in student loans — the majority in government 
loans. 

More thmi 5 million people are in default An uncounted number of other borrowers are delinquent and struggling 
to make regular^ on-time payments. 

U.S. Sen. Sherrod Brovm. D-Ohio, said the federal gqverament and univeiaities aren't doing enough to make col- 
lege affordable or helping students avoid die ^dent-Iosn trap. 

"We as a nation love foiled people in helping them Wend college without the burden of these huge debtSf" Drown 
Said. "We say on cme hat^ that you need to go to school, and then too many people are in a worto-off financial situation 
afio’ Uiey leave collie. That is a failure of society." 

Plenty of blame 

Borrowers, collies and the federal goveriunctit all share the blame for student-loan defouttSj experts Said. 
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DISPATCH INVESTIGATION; CONSTANT BURDEN; Federal student loans can become unforgiving monsters of 
debt ibr borrowers who de^lt. The most common ways out; Pay up or die. The Columbus Dispatch (Ohio) 

Colleges don't adequmely counsel students about the delns th^ lake on. Borrowers are blindly signing loan con- 
tracts without lolly understanding the risks. And the federal government, including Congiesii, has created a system that 
is punitive, unboiding and short on key data. 

But in the end, "the consequences are borne by the borrowers," Kahtiowitz said. They signed up for the debt, and 
those who don't pay on time or conipletely fact ruined credit. 

Schtmls prRent loans as part of total financlai-aid packages Co students and their parents. It's a confbsing tangle of 
{mperwork in which some of the aid could be in the Ibim of sdiolarships and various diffeteot loans: subsidized and 
unsubsidized, fedmal and jcivate. For many, the process of accepting loans is done electronically during college r^is- 
tiation — and without a single conversation. 

Colleges aren't required to provide debt-management counseling, even as they enroll students wdiose fioincial Situa- 
tion clear^ puts than at Ugh risk of default Students who drop oiit are four times mote likely to itefault. 

The Education Department said it now requires students to undergo Smmeial counseling, but it did not say wbereor 
how, and it has asked schools to be mote transparent about costs and financial aid viiitt its student 

The ledmal government doesn't track defaults on parent ioana, which are made directly to patents Ur them to help 
finance their diildren's eduemions. It doesnt know die average debt at gradnation by field of study, and its loan limits 
dont eoiuider borrowed ability to repay the debt. "Theydtaitbave a basic heartbeat of the system," KantroWitz said. 

And over the past two decades, after the govenniMait took heat ibr allowing too many borrowers to date from their 
debts, Congross hu eliminated the iast-resort suUty nets for borrowers in deep financial trouble - dm statute of limita- 
tions and bankruptcy, even though fow took that route. 

"There's no way out for a borrower. Therats t» Way to get a clean slate," Kantrowitz said. "These borrowers are in 
perpetual purgatoiy. The more time that passes, the bigger the hole becomes." 

Highest default rates 

The only way Dorothy KelUeut could endure more years of having her husband out on the road was to climb into 
the cab with him and take turns helping him maneuver an I g-wheelm across the country. 

The Michigan woman's children were almost out of school, so the time seemed right for Kellicut to mrite the tiansi* 
tlon fiom homemaker to truck driver. 

In 1 98S, she borrowed $3,333 fium the federal government for a fiiree-wedc program that, upon completion, would 
earn her a commercial driver's license arid more time with her husband. 

But two days into the program. Kellicut learned that she wouldnt be allowed to drive with her husband Ibr at least a 
year and would have to be on the road with another driver. 

"The sdiool deceived me, and it wasn't what I signed up for,” said Kellicut, S9, who has been married almost 4 1 
years and has two childien Und seven grandchildren. "1 borrowed that money and never got anything out oFit." 

Kellicut dropped out, and the for-profit, Michigan truck-driving school kept the money she hmowed. 

For-profit schools, which typically oiler ceitifioates for trades such as cosmetology and welding, have the highest 
student-loan default rates in the country. Among botiowers who attended a for-profit school and were to begin repaying 
in 2099, moni than 22peicent had defaulted within three yeais, the most recent Education Department data show. 

Fm-profit .schools also have low completion rates, a. risk foctor for defouh. The.Educatum Department has taken 
aim at schools with high default rates and will ban them fium the student-loan program if more thm 30 pmuent of their 
loans fail three years in a row. 

But thatb little consolation to Kellicut, who has been paying $65 a month since she setfled her sradent-loan court 
case in 2008, 

"I blame myself sqmewbal, but once you get into this situation, no one really cares about the circumstances," she 
said. "Whether it's a truck-driving school or the Universi^of Michigan, people better know what they arc getting into 
when they botrow that money." 

Crushing interest and foes 



154 


Page 4 

DISPATCH INVESTIOATIQN; CONSTANT BURDEN; Federal student loans can become uofo^ivlng monsters of 
cMit for bcarow^ who defauh. The nK»t common ways out: Pay up w die. The Columbus Dispatch (Ohio) 

It to(dc three days to help make the h^-$chool gjmtnasium look like a Rave party for the prom,imt finally. Tori 
Crodien had hui^ the last of the decorations. 9ie was chiving home to shower before her chaperoning duties in the 
spring of 2008 when an overeize piduip truck smashed into the back of her car. 

Thou^ the mkldle^schoot teacher in GaUii»iu, in southern Ohio, spent ju^ 10 hours in the emergency room, lin^ 
gering injuries required ex^nslve surgery and stints tn rehab and left wifo one leg shorter than tho other. 

The medical bills soon piled up for the 49-year^ld who, until the accid»t, said had a good credit rating and 
paid her bills on time, induing her student4o8n debt 

Cfofoershad left her unfolfillingjob as a custonw^service representative in 1995 and enrolled in college to become 
a teacher when she was in her aitd'505. 

She borrowRl about $40,000, which helped pay for her bachelor^ and master's degrees. 

For seven years, she made moodily payments oa ha student loans. Ilien came the crash. She started drowning in 
hordebt. 

The loans went into default, and foe balance quickly escalated to $70,000 because of interest and collection fees. 

Crtfthers is making payments of $500 a monfo and expect to repay the debt about the time she turns 80. 

did thin^ the right way with p^tng back loans," Crothers said. "I couldn't help that I got hint Ifs notright 
that I owe so much more foan I boiron^, even after paying (on) them ... faifofolly," 

No one knows how many borrowers foil behind after years of on4ime payments. Experts say that's key data to col- 
lect to help people who foil On an unexpected financial h^dship. 

Crofoers- credit history was severely damaged, and she almost lost her home a^ the student loans defaulted. 

She nownainly worries about how she will help her 12*year'Old daughter pay for colte^. 

"Ifs terrible to think I will still be paying for my education when 1 am trying to help her,’* she said. ’T^o one^an 
take away my educati<m ftom me, and 1 love being a teacher. The loans ju$t have me trapped." 

Congress gets tough 

The (bought of filing for bankruptcy made TWyla Manning sick to her stomach, but $he believed there was no Other 
way tpe&cape ftom the dofoulted student-'loan debt theu had crippled her fmanciatly. 

She had borrowed about $3,000 in foe late 19S0s to earn a inching degree, but by 2003, it had grown to almost 
$20,000 with compounding interest and foes. 

She knew bankruptcy would destroy her credit, but she needed those loans cleansed from her fioanciai past. 

"I ntet with a lawyer and he told me the student-loan debt would be erased and I would get a clean start," uid Man- 
ning, 54, of Springfield. "But he was wrong, and those loans ftayed right with me." 

Faring tb^ borrowers would finance ex|tensive educations with govemroeDt mon^ and then wipe out the debt 
through bankruptcy, Coi^ras in the 1990s dafored that student ions ecwld notbe oas^ exceix in rare circumstance. 

Today, borrowm have to prove "hopelessness," a standard foat means the borrower has no reasem to expect their 
dire financial circumstances to chan^. 

Of 72,000 bankruptcy cases filed natkmaUy last year, aofy 29 were able to discharge all or part of their student 
loans, .said Kantrowitz, the financial-aid erqrert. 

Consumer advocates have Img asked Ccugress to return bankruptoy inotections ftH* folerai sbKfont loans. 

"Baakruptcy is not a panacea," Kantrowitz said. "It's 10 years of great dif&uity," 

But at the end of that period, debtors can rebuild their finaoctal lives and oedit scores. 

Manning, who lost her full-time job in child develofHDent la^ spring, leniains in debtors' hell. She tried to return to 
school again this past September at Qark State Cominunity College in Springfield and thought h^ student-loan mess 
was gone. She had made some payments, and Ixith her wages and income-tax-return checks had been garnished sevoal 
times. 
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But the admissions check revealed that she still owed S3,200 — more than she had borrowed 2S years ago. 

"1 took out those small loans to better my life, and it was the wolst mistake of my life," die said. "It's been more 
ag^vating than anytiiing Tye draft with.” 

Mote stress than cancer 

The expectant mother, eidiausted from another round of night classes, pulled on the car door with all her might, hut 
it was frozen diutand she couldn't Open it. 

In that frustrating moment in 19T7, even though she needed Just two classes to finish her degree, Susan McNeal 
surrendered to the rigors of school, work as a clerk et a police station and her laegnancy. 

She stopped taking classes at a small college in Illinois, hat her quest to pay off about S4,0<K) in federal dudem 
loans has continued for more than 3 J yean. 

McNeal, 3fr, of Canal Wimdiester, said she couldn't afford her student-loan payments initiany, but her income-tax 
returns have been garnished by Ihe government on and off since 1981 . 

McNeal, who eventually earned a degree in 1985, estimates that she afteady has paid about $12,000 — three times 
what she originally bmrowed. That includes payments she made over the years, as well as the money from tax returns. 

She still owts $8,775. 

"The student lean Is something I csnl get away from," said McNeal, who earns about $48,000 a year in sn account- 
ing tech job for tile federal government, "it just keeps fellowingme." 

McNeal has twice battled breast cancer, had a double mastectomy last year and Isstitt undergoing treatments. 

But she says the student-loan debt has caused Iht mote stress than the cancer. 

She now makes peyments of $77 a month. 

"1 will probably die beftiit I pay this off," she said. 

Consolidation can cripple 

The likelihood of T7-year-old Taylor following in her mother's frmtsteps and attending Kent State University in- 
creased as she strolled through its spacious student media center Bie day after Thanksgiving; 

Malissa Babe basked in her daughters excitement from s few feet away, but her mind drifted to the student-loan 
debt thm has haunted her for the post several years. 

She cuiTtntly owes about $290,000 in student loans, even though she borrowed only a fraction of that amount to at- 
tend Kent State in the early 1990s. 

'Thr hopeftii and fearful for my daughter," said Babe, 46. who traveled with Taylor from Irvine, Calif, for the visit. 
"I win do everything in my pOWer to msko sure what happened to me doesn't happen to my daughter," 

Babe's mistake was consolidating her $17,000 student loan with her then-husband's $1 17,0tM) debt. At first. Babe 
and ho- ex-husband were exempt from making ptQnnsnts because they taught in low-income Ohio school districts and 
were granted forbearance by the government 

After the couple divorced in 2005, the loan evenftiaily wont into default Babe's foimer husband didnft tell her that 
he had stopped making payments. Braause of the consolidation, that massive debt belonged to her as well. 

It wasn't until she moved to California in 2008 and attempted to finance a car and obtain home kuns that she 
learned the ttuth: Her credit score, which was once 800, had dropped into the 500s, making her ineligible fru credit. 
After learning of the loan mras. Babe contacted the coliection company, but it refUsed to give any information, saying it 
was an invasion of h» ex-husbendis privray, even though her name was listed on the loan. 

"I've trksl to fix this over and over, and Tvo always paid something on the loans," Bate said. "But I'm powerless in 
this situation." 

Bate earns $85,000 os a middle-school teacher but lives paycheck to paycheck. She has drained her savings, maxed 
out her credit cards an4 at oik point this past summer, she had $2 remaining in her checking account. 
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Through the govenunent's income-based npayment plan, Babepays I S percent of her discraionBry income — 
about a $1 ,<)0O a month - toward her loans. 

But fbr reasons unblown to Babe, the collection company hasn't done the same to her ex-husband, who still lives In 
Califtxnia. 

Government officials, including President Barack Obama, have touted the income-based repayment option as one 
solution to the student-debt crisis. Rep. Clarke's proposal would make the option a requirement and eliminate the need 
for third-party debt collectors, saving borrowers auch as Babe thousands of dollars. 

The Education Department hires debt coUectois to chase defaults. Those nongovernment businesses tack on as 
much as 30 percent of the loan amount to the balance and share the collection fees with the government 

Babe's talance now stands at more timn £290,000, and she has been unable to get a true accounting of how die bal- 
ance skyrocketed. 

Tve spent many nights crying my eyes out, begging diem to work with me, but the answer is always no," Babe 
said. "Consolidating diose loans was the biggest mirtake of my life, and it's draining everything I have." 

Her dai^ter doesn't know all dm details of her mom's ordeal, but it serves as a constant reminder of how daunthig 
it win he to pay fbr a college education. 

"tfs not something you vvant to think about on a college Visit," Taylor said. "The cost of college is out of control, 
and most of us have no choice but to bonaw money m make it through. You just have to hope you can pay it back when 
the time comes." 

jriepenhoS@dispatch.com 

@riep 

mwagnei@dispatch.cam 

@mik£wagner48 

CREDIT SCARS: STUDENT LOANS 

Student-loan debt stands ata staggering $1 trillion, and millions of people are in dc&ult. That cripples the credit re- 
ports and financial fhture of students, parents and grandparents. 

* Today: Inescapable debt 

* Monday; No golden years 

* Tuesday: Future debtors 

Read previous "Credit Scars" installments on credit ropmts at DispBt^.coin/credit. 

Benefits aiid risks in brnrowing 

Federal Student Loans 

* You vvill not haVe to start repaying federal student loans until after you graduate, leave school or change your en- 
toilment status to less than halfTtime. 

* The interest rate is fixed and often is lower tlan private loans - and much lower than some credit-card interest 
rates. View current rates on. federal student loans at htq>://studentairl.cd.gov/typeaToaiis/irTtere3t.rate5. 

* Uiktegraduate students with financial need likety will qualily fbr subsidised loans, for which the govemiiient 
pays^the interest while you are in school on at least a half-time basis 

* You don't need to get a credit check for moat federal studem loans (except for PLUS loans). Federal student 
to^ can help you esfeblish a good credit record. 

^ You won't nessd a Co-signer to get a federal stud^ loan in most cases. 

* Interest may be tax-deductible. 
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* Loans can be consolidated into afhdeial Direct Consolidation Loan. Learn about your consolidation options at 
bttp://studentaid.ed.govAepay-lDans/consolidadpn. 

* If you have trouble lepaying your Iban, you mi^t be able to temporarily postpone or lower your payments. 

* There are several repayment plans, including an o[nion to tie your monthly payment to your income: 

* There is no prepayment penally &c. 

* You might he eligible to have some pqttian dfyour loans forgiven if you work in public service. Learn about 
loan forgiveness programs at http://studentaid.ed.g9v/iepay*Ioans.lfotgiveness-canceUation. 

* Free belp Is available at l-SOO-d-FED-AID and at studentaid.ed.gov. 

Source: U S. Department of Education 

Private Student Loans . 

* Many private student loans require payments while you are still in scbooL 

* Private student loans can have variable interest rates, some more than IS percent. A variable rate could substan- 
tially increase the total amount you repay. 

* Pri^ite student loans are not subsidized. No One pays the interest on your loan but you. 

* Private student loans might require an est^Ushed credit record. The cost of a private student loan will depend on 
your credit score and other factors. 

* You may need a co-signer. 

* Interest might not be taz^deductibie. 

* lYivatc student loans cannot be consolidaled into a Direct Consolidation Loan. 

* Private student toans m|gbt not oflhr Ibrbearance ot deferment options. 

* You should check with your lender to find out about repayment options. 

* Youneed to make sure there are no prepayment penalty fees. 

* It is unlikely that your lender will oROr a loan-fbigiveness progrem. 

* The Consumer Financial Protection Bureau's privale-student-Ioan ombudsman might be able to assist ypu if you 
have concerns about your private student loam www.coBsumerfmance.gov. 

GRAPHIC; fllustration; Photo; Graphic 

(1) CHARLIE ZIMKUS ! DISPATCH Illustration (2) EAMON QUEENEY / DISPATCH Twyla Manning stands out- 
side Clark State Community College, where she learned that even alter 2! years, she still canied student-loan debt. (3) 
TOM DODGE/ DISPATCH Souflieni Ohio teacher Terri Crolbeis ftlthfUlly paid on her student loans for sevmi years 
before a devastming car crash. (4) ERIC ALBRECHT / DISPATCH ABOVE; A student loan has hung liken dark cIoirI 
over Suran McNeal since the lOTOs. The Canal Wmehester woman doesn't think shell ever be rid of it. (3) RACHEL 
KILROY / FORTHE DISPATCH LEFT; Malissa Babe, 46, shows off her alma mater, Kent State University, to her 
daughtm; Taylpr, 17, during a recent college visit Babe struggles with student loans that she and her now ex-husband 
consolidated. They owe a combined S296,b00. 
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Few In Congress who now debate the merits of stripping negative medical debts from credit reports know the wom- 
an who inspired the original bill 

iulia Mueller never publicly told her story^ until now. But in 2008, the Ohio State Univeisity student was drowning 
in the ihlloiit of medical debt and later sent a letter to then-U.S. Rep. Mary )o KUroy asking for help. 

Mueller was working graveyard shifts and plowing her way duough a chemical-engineeriDg degree when doctors 
ordered a sleep study to combat her dtronic fhtjgue. 

Her health-lnsurwce company reneged on a promise to pay for the study, causing the S6,200 bill to ^11 delinquent 
and emto her credit report 

She mauiged to pay it off with help from odier^ but the debt still haunts her financial history today. 

And it will follow her until 2(11 3. 

Themedical bill was turned over to a debt collector, who repmted It to the credit bureaus. As a result, the interest 
rate on Mueller's credit card Juiftped by 18 percentage points, and she was forced to use what little cash she had left to 
pay for a used car. 

The Columbus native’s story compelled some iqemben of Congress in 2W9 to |H^ess fiv changes to the Fair Credit 
Reporting Act Their effort came up short, but the bill was rebtroduced m 201 1 and is now in committee hearings. 

The bill would erase paid medical efobt from credit reports. Those debtt can remaia on reports for up to seven years. 

More foan ftuee years after foe bill was first Introduced, an alarmug percentage of Amencans — estimMed at up to 
40 percoit — have m^icai bills on foeir credit reptats that have be»n tum^ over to debt collectors. Many of foe 
are for less than a fow hundred dollar^ but even one for S20 c« be financially devastating. 

A Dispatch mvestigaitioii ai^ studies by government and pHYate-sector researchers foow foist medical debt is crip- 
plii^ some consumers. 
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More duui half of the 220 consumers who complained to the Ohio attorney general about a medical debt in collec- 
tion between January 2009 and July 2012 blamed their insurance company or health-care provider ^ die problem. 

Some of tbe medical debts, like Mueiier's, involve a dispute with an insurance company or wMers' compensation. 

Others are Ibr medical bills they never recmved or had paid long ^o. 

The Federal Reserve reported in 2003 that 3 1 percent of ail credit reports lad a collectton account and that half of 
diem Were tcMcd to a medical d^t. 

The Commonwealth Fund, a private foundation in New York Cl^ that rulvocates for an imptived hepldi-care sys- 
tem, reported two years ago that 30 mitlion consumers were called by Cnllection agencies over unpaid bills. That's up 
itom 22 milHon in 20QS - a 36 percent increase. 

People rani control when day get sick and oftra are overrun by the expenses. But they are even more helpless in a 
nafinnal credit-reporting system that treats all debts in eollecdon equally. 

Medkal debt dt^ts fiom oAer types of debts, such as car loans, mmtgages and credit cards, because it often in- 
volves a third party - a health-insurance company. 

It ^so differs dom those other tradhional dehs because it generally comes without a monthly statement that spells 
out the payment due dste and amount Patleitts often Imve no idea yrhen the bill for services will arrive and then may 
have to argue with the provider or the insurance company. 

This is not like someone has deihulted on credh-card payments Ibr buying a Hat-screen TV," said Mark R,iikavina, 
of The Access Center, a Boston-based resource center for beaith-care issues. "False medical debts or debts that have 
been paid shouldnV linger on someone's credit report" 

The three big national credit-reporting agencies oppose eflbrts by Congress to strip paid medical debt from credit 
reports because they say such debts help predict the cieditworihiness of a consumer. 

Yet Equi&x, Experian and TnmsUnion rarely* if ever, report on medical bills that are paid on time because hospi- 
tals* doctors and other health-care providers aienl ftjrnishcrs of infonnation to the credit-reporting ageimies. 

Bo consumers never receive a good mark for paying medical bills on time. Rasher* they are affected only by delin- 
quent medical debts, because they have been turned over m debt Collcciafa who toufinely report to the credit bureaus. 

Industry msidoa say that repoctlng delinqucm medical d^ iMually helps consmncis- 

"Isnl h true that a household that is uniier serious fuiancia] distira is not well-served by being extended arldittona] 
lines of credit that put it further into debt?" said Norm Magnuson, vice president of public aflairs for die Consumer Data 
Industry Association, the trarte organization in Washington* D.C., that speaks for the credit-reporting agencies. 

The Consumer Data Industry Association is opposed to lemaving paid medical debts fivm credit reports. 

It says there's ample time between when an account becomes delinquent end when irs sent to a consumer's credit 
file to resolve problems, 

"An average of 13S days elapses prior to the reportmg ofa deiinquciit medical debt to a credit bureau, which sug- 
gests a very robust vetting procras, even if there are complexities regarding insurance companies," Magnuson said in a 
written statement to The Dispatch. 

Oiily 0.2 percent of those who fried a dispute with the credit-reporting agencies did so because ofa delay in pay- 
ment from an insurm', he wrote. 

Wide-ranging eflccts 

Credit reports today are used for many purposes beyond getting loans* such as determining who gets a job arid what 
price a consumer pays for car insurance. 

Julia Mueller believes she is caught in an unfair system. 

"h is frustrating* because 1 sbbuid not have to delay full adulthood becaixse of a bad s^tem* and getting the runa- 
round wi erasing medical debt that wasnl my 6ult," said Mueller* 29* now working on a dDCtorahe at the University of 
QueorisJand in Australia. 
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Her debt from the sleep study was paid offmainly because of the com^ASsion ofOSU's student insurance |»ogram, 
which took care of the bulk of Mueller's bill after heaHng her stoiy. Her doctor's billing oflflce also forgave a smaller 
piece of the debt. 

Even so, the medical dete remafiis a part of her credit history more than four years later. 

When she returns to the Uriited States, she said, she ftsn that hi{^ interest rates are waiting for her. 

The wtHtb she witite in a 2009 letter to Kilroy ^11 ring hue today; "I am financially responsible, and I would like 
to be heated that way." 

Complaints to state and federal officials about debt collecdon often reflect tales of devastating cmisequenccs of 
wrongly assigned medical debt 

More than 12 percent of tonsumets who complained to DeWine's ofBce about a medical bill in collection the 
d^ did not belong to him ot her. ffs an often-cit^ cmnplaint to the FTC, too. 

A Virginta woman injured in a car crash that was not her fruilt found flat a medical bill had been turned over to a 
collection a^noy and landed on her credit rqxnt 

'"Ihis is not an error on my part, and ! am not at foult Because of this, my credK score has sufTcfed a huge blow, 
and I need this problem fncd. Please help me; my future is on the line " the woman wrote to federal afflcials. 

A credit-card cmnpany denied an af^Hcation from a 2l-year-o!d man in Lorain Coun^ in northeastern Ohio be- 
cause of an unpaid doctor bill. "I was 12 yean old then," be wrme. 

A University of Michigan student wrote that the loan he needed to p^ for his senior year of college bad been jeop- 
vdized by a S 130 coUectim account. The student had bran ii^ured at bis job, and the medical bills should have been 
covered iy workers' compensation. 

'^y parents have since paid die $ 130 to the collectiMi agency, being that it was ruining my credit; however, be- 
cause this has shown up on my credit rapon, ! am unable to receive the loan that I need for fois upcoming^ool year," 
be wrote. "1 wifi not be able to graduate, t am completely devastated and at a loss for opUons as to how to fix this issue." 

Such stories prompted federal lawmakors to reintroduce the bills to make chjHiges to the federal credii-repOitiog 
taw and ease some offoe consequences of delinquent medical debt. 

"The consumers in this, country are fighting an unknown entity," U.S. Rep. Don ManzuUo, R-III., said si a House 
Financial Services Committee hearing Itat month on a pending medical-debt relief bill. "In time after time after time 
again, things show up on the credit report and people have no idea its on there.” 

Stunnol in Texas 

Congressional healings not have happened if not for Texas mortgage banker Rodney Anderson: 

In 2008, Anderson was wodting a mortgage for a couple in dieir 70s when he discovered a lOO-pomt drop ui 
their credit score because of a folse $130 medical debt. The couple paid ihousaDds of dollars in closing costs beyond the 
norm to obtain die loan. 

Another client, a lawyn' who Anderson said made $1 .3 miUim a year, was denied a loan because a $30 medical 
debt dropped bis oedit score below TOO. 

After seeing dozens of pOc^le denied loans dr forced liMo higher interest rates, Anderson conducted a study of med- 
ical debt. 

The findings stunned Anderson: More than 45 percent of the 1,701 coosunwrs applying for loons ftom hhn had 
some type of medical debt weighingefown their credit r^forts. 

So Anderson dove into Washington politics and began crusading for a bill that would erase paid medical defat from 
a consumers ovdit report 

He eventually connected with Klirpy, the blli's first sponsor. The bill won approval in the House but time ran out in 
the congressional ^ssiem before the ^ate could act. The bill efied, ICilroy lost re^lectitm and foe measure seemed 
dead until Anderson found a new supporter. 
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The bill was reintroduced in June 2011 and has bipartisan su]^Tt 

"This bill would lift a huge financial weight off so many Americans.* said Anderson, added that be has spent 
S1.6 million of his own money pushing the issue. *lt would help creditwortl^ borrowers have ac^u to the best interest 
rates and dosing costs and improve coosmi^' overall ftnandd hnlth^* 

At their mercy 

The bill could have saved Ed Brownlng^s credit. 

Ehiring a routine t^pointmoit after a cotoooscopy , Brownmg paid ftie $43 co-^iay fur the doctor's vis it 

Nineteen montlB later, die Worthington mstdent received a bill ftom the pathology medi«^ office saying he still 
owed $43> He dispute the bill and a short time later received a notice from a debt collector. 

He feated the false debt would end on his credit report, so be jmld the $43 again so it wouldn't bcconK a bigger 
ffiiancial h^dache. 

"I thought It would go awi^ If 1 just paid it," Browning said, *Bot it Just got worse from there.” 

Brownmg was among the 13 percent of consuroem who wrote to DeWine's office cmnplabing that they were pur- 
sued by debt collators even after they paid off the debt 

Browning discovered the debt had been ^^Ued to his credit report in August 20 10 when his applicatiMi for a credit 
wd was denied. 

He sent evidence to each of die three credit-rqxuting agencies showing that the bill had been paid. One, howrn^, 
was unconvinced «id refused to remove it from his credit r^iori, lowering Downing's once-impeccable credit scene, 

"As a consumer, you have no control ova* vriiat the collection company or credit a^eies will do," Browning said. 
"We are at ftieir mercy." 

The law currently allows that debt to remain on Browning's credit report until 2014. 

Consumers in situations similar to Browning's across the U.S. also say they are at the mercy of a system that has 
cost them jobs, loans, insurance and higher intoest rates. 

When Terry Story of Dallas went to Anderaon to refbonce bis mortgage earlier this yw, he learned that a lingering 
S20 medical debt would have co^ him $8,d00 in additiwial fees^ 

Story was contacted by a debt collector in 201! who said he owed the $20 for what likely was a co-pay for* doc- 
tor's visit by his daughter in 2008. The Texas mao. stilt is unsure there was ever a doctor's visit by his daughter, but if It 
happened, be is certain they would have paid the $20 co-pay. 

But like Browning, Story paid the small bill to avoid ftirtber credit trouble. 

He then found the paid medical debt on lus free credit report when be went to reftnance his mortgage. 

Story, 45, vice president of operetiohs for an elevator company in Texaa, said Otfec other people in his office also 
suffered financially from shniltf medical-debt problems. Story said his credit report also listod a mobile home that he 
nev^ purchasol, a job he nevCT held and other accounts that didn't belong to him. 

"That's why I call this a racket," Story said. "The rafonnatioD is not right, 1 still paid the dtbt even though I didn't 
think it was legit and It sftll ends up hurftng my credit." 

jriepenhoff@dispatch.oora 

(Siriep 

mwi^n«@dispatch.coril 

@mikewagn6r48 

CREDIT SCARS: DEBT COLLECTORS 

Credit repoits are priroary weapons for debt collectors. And lax oversight by credit-reporting agencies and loop- 
holes in federal laws allow debt collectors h? ruin toe credit of us wltdog consumers. 
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* Sunday: StrongHum tactics 

* Monday: Courts cbmplidt 

* Today: Medial debt 

Read the series online at Dispatch, eonVer^it 
Where to find help 

The Consumer Protection Section of Ohio Attorney Oeneral Mike DeWine's office encourages consomers to report 
errors in their credit reports in' problems with debt collectfcai. The office can help mediate disputes. 

Complaints may be submhied: 

' Online: ohioattiNiieygeneTal.g()v/consumercomplaint 

* Byi*one; 1-80(1-282-0515 

* By mail: Ohio Attorney General Consumer Protection Section, 30 East Broad St., I4th Pioor, Columbus, OH 
43215. 

Contact infbnnatnn Ibr other states' attorneys general can be found on the Natioiul Association of Attorneys Gen- 
eral wdisite, www.n8ag.org, under AG Fast Facts. 

Stuck in Congress 

Former U.S, Rep. Mary Jo Kilroy was the first to sponsor a bill to strip Credit reports of medical debt. Though sup- 
ported by the House, the bill stalled In the Senate. New versions have been introduce widtin the past tWo years in both 
the House and the Senate, but Congress has yet to vote on either. 

S.B. 2149 Medical Debt Resprmsibilrty ActQf2()12 

* Sponsor; Sen. JeffMerkley, DOragon 

* Co-sponsors; Five Democrats - Sherrod Brown, Ohio; Dick Durbin, III; Robert Menendez, NJ.; Charles 
Schumer, N.Y.; and Tom Haikin, Iowa 

* Introduced; March 1, 2012 

* Status: Referred to Senate Banking, Housing and Urban Affairs committee 

* Recent activity; None 

* What the law would do; Require the credit-reporting agencies to delete from a consumer's credit report negative 
information related to a medical debt once the bill has beer paid or settled. 

H.R. 2084 Medical Debt Responsibility Act of 201 1 

* Sponsor: Rep, Heath Schuler, D-N.C. 

* Co-sponsors: Nine Republicans and 43 Democrats, including Ohioans Matey Kaphii and Dennis J. Kuciiiich 

* Introduced: June 2, 2011 

* Status: Ref»red to House Committee on Financial Services 

* Recent activity; Hearing last month 

* What Ac taw would do; Requite Ac credii-repoituig agencies to delete from a consumer's credit report negative 
infoimafion related to a medical debt of $2,500 or less after the bill has been paid or settled. 

Sources: GovTrackand C^wnCpngress 
Closer look at Ae big 3 credit bureaus 
EXPERIAN 

* Founded: 1980 
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* Corporate Keadquaneii; Dublin, Ireland 

* D.S, headquarters: Costa Mesa, Calif. 

* Employees: lS,0fK) in 40 countries 

* Annual revenue: $4 J billion 

* Listed on the London Stock Exchange (EXPNX) 

* Ovms FreeCredltReport.£am and consumerinfD.com, where acces to free annual reports often comes with fees 

4 Political influetlce 201 1-12: lobbying, SI .i miliion; campaign contributions. $353,003 

* RegUlatcay troubles: Fined $1 million t'n 2000 by the Federal Trade Commission for not providing phone help to 
consumers; fined $930,000 in 2003 and $300,000 in 2007 by the FTC for deceptive marketing of free credit reports 

* Contact: www.experian.eom/petsonal-credit/repott-and-ctedit-s:ore.html 

EQUIFAX 

* Founded: 1899 

4 Corporate headquarters: Atlanta 

* Employees: 7,000 in 13 Countries 

* Armual revenue: $1.3 billion 

* Listed cm the New York Stock Exchange (EFX) 

4 Political mfluence 2011-12: lobbying, $814,300; campaign contributions, $46,983 

* Regulatory troubles: Fined $300,000 in 2000 and $230,000 in 20)3 by ftie FTC fbr not providing plume help to 
consumers 

f Contact: www.eqoifax.com/csfSatelHte7pagenamercpntact_us 

TRANSUNIGN 

* Founded: 1968 

* Corporate headquarters: Chicago 

* Eittployees: 3,000 worldwide 

* Annual revenue: $I billion 

* Political mfluence 2011-12: lobbying, $342,000; campaign contributions, $61,300 

* Regulatory troubles: Fined SI million in 2000 by the FTC for not providing phone help to consumeis 

* Contact: WWW, tran5union.com 

Sources: Company websites. Securities and Exchange Commission, Ferleral Trade Commission, OpenSecrets.org 
ORAPHfC: Photo and Graphic 

( I ) courtesy of Julia Mueller Columbus native Julia Mueller straggles wHb paid medical debt alTecling her credit report 
even while she studies chemical engineering in Australia. (2) TOM DODGE / DISPATCH Ed Browning said he always 
paid his bills on time and was rewarded with an impeccable credit score until a dispute Over a $43 medical bill de- 
stroyed his financial reputatian. "Ifs tragic whaf can hqgMn to us," die Worthington resident said. (3) PETE 
MAROVICH / FOR THE DISPATCH Texas mortgage banker Rodney Anderson told Congms last iitonth: "The con- 
sumer is the on^ party who pays forthe enots, mistakes and confUrion of the process. Those making the errors ...bear 
no responsibility." (4) A $20 medical debt hampered Teny Story’s eflbrts to refinance his Texas home. Stoiy doubts 
that he owed die debt 


LOAD-DATE; October 9, 2012 
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The system Ibr resolving disputes is broken; even debt eollectm are asking for change 

BYLINE: Jill Riepenhoffand Mike Wagner, THE COLUMBUS DISPATCH 

BODY: 

When debt collectors turn to the courts to compel payment of de1iiH)uem bills, consumers in some sates, including 
Ohio, can sufim' the consequences far longer than Americans in the majmity of the country. 

Decades longer. 

Debt collectors also are not required to produce original contracts or other conclusive evidence to prove an account 
is delinquent to secure a judgment in Ohio and several Other states. 

And unknown to most consumers in that predicament is a specter dut will haunt diem: Cauttwdeied JudgmeMs 
are financially crippUng marks on a credit report. Their lesting effects vary because of a patchwork of laws that stretch 
Irom coneumer-fHendly to almost punitive. 

More than a quarter of the 22,500. consumers who complained to die Federal Trade Conunission over a 2 ‘A-year 
period beginnmg in January 2009 about problenn with their credit reports said the issue involved q cmm record, a Dis- 
patch analysis ibuifd. 

They had jtdgments that did not belong to them, had been paid or had been dismissed by a judge. Cocreeiing those 
errors is a burdensome process dut largely is blind to consumers' proof because of an automated credh-rqwrting sys- 
tem. 

The Fair Deba Collection Practices Act sea standards of conduct for cOllectiop but is virtually silent about what 
bappens when a debt lands in court. Rather, state laws and local court rules determine statutes of Innitattans and evi- 
dence Sandards. 

The FTC, a U.S. government consumer-watchdog agency, gave a blunt assessment of the sute of debt-collection 
lawsuits in 2010 aftera series of meetings with industry insideis, consumer advocates and judges: "The system for re- 
solving disputes about consumm debts is broken ... be^se consumers are not adequately protecod." 

The current system is ao convoluted and unfair that the industry itself is calling for change. 

'We just want a clear set of rules to be governed by,’ said David Rubinger, spokestnan for DBA International, the 
debt-buying industry's trade association in Sacramento. 
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The trade group fbr <M)t collectors agrees. "Any way we can make rt more uniform, the better,” said Tim Collins, a 
member of ACA International in Minneapolis. 

Court-ordered jiM^gments can appear on a credit rof»rt for seven year^ oven if the original delinquent debt 1ms 
lofig^siiipe fhllon To dM national credit-ri^mrting system, a juc^ment is a new piece of mfonration that Is critica! to 

dsterminlng consumers’ creditwor&iness. 

£xperian, Equifta and TFanaUnion, the three largest U.S. credit>Tepmting agencies, hire vendors to collect judg- 
ments cour^ouses for the agencies to include k consumers' credit dies. 

Bat ev»i with such high stakes, orbrs abound. 

"The credit report has taken on a life of its » way beyond what the industry or Congress thought when it fust 
ena<^ the law,” said Mary Spector, a consumer-Uw professor at Southern Methodist University in DallBs, 

Heavy Consequences 

One glance at Chris Draper's arms offers proof dial he pushes and pulls hundr^ of pounds during his workouts. 

In 2005, the Dayton man signed a threo'year contra^ whh World Gym, mainly because it had the volume of 
wei^its be needed ^ his lifts; there was a gym close to Ms home; and the sales representative could woilc out at World 
Gym locations nationwide during busirMSS trips. 

Six weeks after Draper became a member, the World Gym near his home closed. 

This August ~ more than seven years after the gym closed — Draper received a summons from Fairbmn Municipal 
Court. He had been sued by a finance company fbr a gym membership he used for less than two mondis. 

"1 couldn't believe it," said Draper, 48, who is married with three chUdres. "To not hear anything for thar long and 
then get sued for something I didn't get to was insane." 

If Draper loses his case, his credit report coaid suffer the consequences fbr an addltimal seven years. 

Each state has a statute-of-UmiCarions law that determines when <M3U become too old and cannot be targeted for 
kwauita. 

In Kentucky, debt collectors can punue a judgment fbr up to 15 years afteran account becomes delinquent. The 
law was Che same in Ohio until last month, when it dropped the statute of limitations to eight years. 

And regardless oH when Judgments are obtaixied, they can appear on credit reports for the ifoUowing seven years. 

So that means that consumers in ECentud^ and diose in Ohio who fell delinquent up to Sept 23 can be haunted by 
debts for 22 years. 

Ohioans who fell behind On payments after Sept. 28 can be on the hook fbr 1 5 yean. 

But bad debts in Washington, D.C., the Corolinas and four other states can bun consumers for only 10 years. In 
fact, 39 sktes have statutes of limitations thfi are friendlier than Ohio's. 

In roal terms, Ohioans with judgments bn their credit reports could have to wait much longer dian the vast raajmity 
of Americans to buy a house, land a job or gOt better car- and proper^-insmnee rales — simply because they live here 
instead ofelsewhere. 

"Ifs iirqmrtant tlMt pe<^le pay their debts. If s also important that people be viable financkUy. Thaf s why, after a 
period of rime, debts are said Robert J. Hobbs, dqjuty direct^' of the Naiional Consumer Law Center in Bos- 

ton. "You canimt liquidate a ramily. Debt collection canned b^me a popetual issue." 

The mdusby iteelf said the curroit situation is unfair. 

"We need to bafance around consumer protectjcxi and coHecton who need to do their j<^i'' ^d David Schiftman, 
spokesman for the industry’s trade assoclaticm. "But we're governed by this patchworic quilt." 

Chris Dr^ier said he node two monthly payments far S33.22 for the time he was able to use World Gym iMfore it 
closed, then he stopped payment on the checlu. 
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About a month later, the company that financed Draper's membership contacted him and expected him to honor his 
3-year contract with a difTcient gym. But Draper believed that was an oflbr ~ nota contractual requirement. 

He d«:lined because that gym was about 20 miles from bis home, akin to driving from Downtown Columbus to 
Pataskaia. He said the gym also didn't have weights he needed or locations across the counby. 

Instead, he found a new gym in the Dayton suburb of Beavercreek, where be has been lifting weights since. 

"If I had wanted a difibtent gym back then, 1 would have joined it In the first place,’ Draper said, "But the worst 
pari of this is them coming after me Seven years later." 

He was unaware until three yeers ago that the company holding the closed World Gym's accounts had noted the de- 
linquency on his credit tepon every month since 2003. 

Jidia Woods, a nmOager for Colorado-based Credit irivesOnmits Inc., said the company plans to pursue the suit. 

Woods wid that die second gym offraed to Draper was a few milas away from the World Gym that closed and had 
the necessary heavy weights for die Dayton man's workout. She also said Draper still could have used World Gyms 
acrora the country because the new gym was affiliated with the same national fitness association. 

Draper now is frying to defend himself in a system tipped against consumers in Ohio. The debt that be considers 
invalid may be harder to lift from his financial profile than all those weights. 

No proof, no problem 

Two years ago, the FTC called for more fransparancy in debt-oollection lawsuits. 

Too many lawsuit were based on insufficiem evidence and too many ended with default judgments because the 
consumer did not appear in court, the agency said. 

That lack ofdocumentation leaves consumers confused about who is suing them end fbr what. 

The FTC eocouraged states and local courts to follow the lead of Connecticut, Massachusetts and Michigan to re- 
quire that each lawsuit contain, at a minimumi 

• The identity of the original cieditor. 

* The date Of default and amount due at that time. 

* The name of the current debtholder. 

• The amount cunenfly due with a breakdown Of how much is owed ra principal, interest and fees added by the 
deU collector. 

A Dispatch analysis of 233 debt-collectipn lawsuits filed in Franklin County Municipal Court the week of Oct !0, 
2011, found cases tacking the FTCh recommendations. 

More than 43 percent of die coses foiled to identify' the date when the debt fidi delinqumit. 

In more than percent of the cases, the court files lacked any documeototion from the original creditor but rather a 

statement created by the debt collector. 

Nearly two-thirds of the cases involved eredit-caid debt None of those files contained Signed agreements but rather 
copies of credit-card Statementl 

More than 28 percent of the lawsuits were filed ou behelf of debt buyers, companies that buy portfolios of delin- 
qi^t accounts for pennies on the dollar and then collect on the fiilJ amount plus tacked-on interest and fees. 

The majority ofthe 235 cases - nearly 70 percent - ended with a default judgment because the consumer never re- 
sponded to fee suminOns, the official notification feat a lawsuit has been filed. 

However, in more than 55 percent of fee cases, there was no proof in the files that the consumers received fee 
summons, which are first sent certified mail and then ^ regular U.S, imui. 

The envelopes came back marked "unclaimed" Or "undciiver^le." 
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evoi debt collectors are asking Sir change TIib Coluinbus Dispatch (Ohio) October 8 

In New York City, courts can not grant definilt judgments in cases in which die summonses have been returned as 
undeliverable. 

^lector, die SMU law professor, eonducted a similar study last year of debt-collection cases in Texas from 2007. 

The findings in Franklin County ate "very consistent with what I was seeing in Texas and, fiankly, is alarming be- 
cause it's still hapimnin^" she said. '"The fact that these practices are continuing is cause ibr concern." 

But even whmi consumers acknowtedge the summons, they face an uphill battle. 

A debt colleetor won a defiuilt judgment against an elderly woman suffering from demmitia who now lives in Flori- 
da. Her son wrote lettos to the Fianklin County court explaining how her memory is forever gone. The collector object- 
ed to the son's letter because it didn't meet court rules on answers to lawsuits, and won a judgment 

In another case, a Columbus man sent documents to show that when he signed up for the Credit card that eventually 
fell delinqueiO, he also entolled in an insunttce policy that would pay off the debt if he lost his job. 

His credit card was charged $30 a month for that policy. 

The d2-year-btd man, who asked not to be named, lost his job as a school-bus driverin December 2010, couldn't 
pay onthec^itcaidandwassued last October. 

Fm nearly five months, the debt collector idiised to accept the man's credit-eard statements as pioof of paymem 
even as the cmnpany was using the same dricuinents to prove its validity. 

'Hhey kept hounding me and hounriing me to pay," he said. "But there was no way I was going to do that after I 
was paying fbr the protection in case I lost a job. Ihat just wasn't right 

"And I know it probably happens to other people, too." 

Jriepenhoff@dispatch.cam 

@iricp 

mwagner@dispaich.com 

@mikewagner48 

CREDIT SCARS / DEBT COLLECTORS 

Credit reports are prirnary Weapons for debt collectors. And lax oversight by credit-reporting agencies and loop- 
holes in federal laws allow debt coKaettHs to ruin the credit of unwitting consumers. 

* Sund^: Strong-arm tactics 

" Today; Courts comph'cit 

* Tuesday: Medical debt 

Where to find help 

The Consumer Protection Section of Ohio Attorney General Mikr De Wine’s office encourages cmisumers to report 
errors in tiieir credit reports or problems with debt collection. Tbe office can help mediate disputes. 

Complaittts may be submitted; 

* Online: ahioattomeygeneral.gov/conaumctcoinplaint 

* By phone: 1-800-282-0313, 

* By mail: Ohio Attorney General Consumer Protection Section, 30 East Broad St., 14th Floor, Columbus, OH 
43215. 

Contact infbrmation for other stales' attorneys general can be ibund on the Natibhal AsiWeiation of Alftnneys Gen- 
eral website, www.nBag.otg, under AG Fast Faito. 


GRAPHIC; Photo and Graphic 
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even debt collectors are asking for change The Columbus Dispatch (Ohio) October 8 

Skip Pet«son / For die Dispatch Chris Draper, who works put near Payton, U %hting a disputed bill for a gym he 
joined seven years ago - six weeks before it closed. 

LOAD^DATE: October 8, 2012 
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HEADLINE: CREDIT SCARS; Primer on debt collectois; 

BODY: 

Types of debt coUeimirs 

* Third-party debt collectors; Seek repayment of a debt that they did not originate. 

* Debtbi^rs: Purchase targe pottiblios of delinquent debt, typically from credit-card, medical, utility, telecom- 
munication and auto-loen transactions, for pennies on the dollar and then attempt to collect from consumers. 

* Collection attorneys: Seek judgments to collect unpaid debt through court-ordered wage or bank-accoum gar- 
niabment. 

Trade organization 

ACA International was founded in 1939 end represents more than S^OOO third-party collection agencies, ddst buy- 
ers, coilection attomoys and creditors. It's based in Minneapolis. 

* 201 1 campaign contributions: 1322,129 

* Top recipients: David McKinley, R-West Virginia, $14,000; Spencer Bachus, R-Alabama; John Boehner, R- 
Ohlo, $7,500 

* 201 1 lobbying: $830,000 

* Key issue; Advocating for a bill diat would have allowed debt colleciots to contact consumers on their cell- 
phoites. Tlw bill eventually was withdrawn by its sponsors. 

The industry at a glance 

* Collected $55 billion ii( delinquent debt in 2010 

* Employed 148,272 people with apaytoll of $5 billion 

* Donated $852 miib’rm to chartlable causes 
Regulatory troubles 

In 2QI I, fric Federal Trade Commission issued a record number of ehtorcement actions sgain^ debt collectors For 
violating federal laws. Those receiving the most soyere penaities were: 
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* West Asset Management, Inc., with oflkes In 1 3 states, was fined $2.8 million for calling consumeis multiple 
times a day, often about debts that did not belong to them. 

* Asset Acceptance, of Warren, Mich., was fined $2.3 fflilUmi for attempting to collect defats that wme too old to 
be legally enfmceable. 

Sources: ACA Internationa], the Federal Trade Commission, Sunlight Foundation 

Laws governing debt collectors 

The Fair Debt Collection Practices Act was passed in 1977 and prohibits debt collectors fiom using abusive, de«p- 
tive and unfiiir debt-coilectipn practices. It also prohibits collectors 

* Calling emuumera befirre 8 B.m. or after 9 p.m. and informing employers about a consumer’s debt Consumers 
also can insist that collators ceilM flirther contact. 

* Harassing consumers, threatening violence, using obscene isa^uage, or annoying consumers with repeated phone 
calls; 

* Misrepresenting who they are and the legal status of the debt. They also comot imply nonpayment is a crime. 

* Trying to collect the wrongamount of debt or adding unauthorized fees, interest or other charges. 

Debt collectors must provide consumers with a written notice that includes the smount of the rtebt and foe name of 
the owner of the riebt. Consumas have 30 days to dispute the debt, and collectors much stop all contact until they can 
prove Consomers Owe the debt. The taw does not spell out debt-verification procedures. 

The Fair Credit Reporting Act, enacted in 1 97 1, regulates sgencies that compile credit reporo and those who report 
consiimers' loan and payment infotination, such as ^bt collectora. Credit-repordng agencies snd ’'fiimiahcrs" - there 
who provide informatian about consumers — are required to meet a standard of "maximum possible accuracy* and to 
investigate consumera' claims of errors. If a debt cannot be verified, foe credit-reporting agencies are requir^ to delete 
foe information perrnancntly. The act, however, does net spell out how an investigation should be conducted. 

Scuree: KatkimI Consumer Law Center 
U>AD-DATEs October 7, 2012 
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HEADLINE: CREDIT SCARS; Take ^ tetion if a debt collector comes calling: 

BODY; 

Gonsumer advocates say that people facing a collection nbtificadon should talk to a lawyer. Sortie debt colteclbrs 
art ttying to collect payments on accounts that shouldnT be in collection, such as debts dischiuged In bankruptcy Or 
debts genanlly older than 71/2 yeas. Consumers can Anther harm their credit report and credit Scores by paying those 
debts without legal assistance. 

But the National Association of Consumer Advocates says that consumna need to be aware of the following 

What types of debts are covered by the Fair Debt Collection Practices Act? 

Personal, family and household debts, including money owed on a personal credit-card account, an auto loan, a 
medical bill and a mortgage. 

How can I stop debt-collector contacts? 

Send a letter by certified mail that s^s 'you are hereby notified to cease and desist all further communication with 
me in regard to die referenced debt." A coUector can make Auther contact only to notify consumers that a lawsuit has 
been filed against them. 

Can a debt collectru contact anyone else about my debt? 

They can contact a consumer's aitomey to discuss the debt. They can contact filends, relatives, neighbors and co- 
Worfceis only to gather the consumer's address, home phone number snd place of empIoymeoL 

What does the debt collector have to disclose about the debt? 

Every colleetor must send a Written "validation notice" explaining how much is owed within five days after the first 
contact The notice mist include dw name of the creditor and how to dispute a questionable debt 

What happens if a debt Is disputed? 

Send a letter within 3Q days of the yaiidation notice asking for verification of the debt 

Can a deU collector garnish bank accounts or wages? 

Debt eollectiuf can sue to collect an unpaid debt If they win, the court will enter a Judgment against die consumer 
allowing the collector to retrieve the balance through bank accounts or wage gamiskment. But they cant gamish several 
federal benefits, inctuding Social Security disbursements. 
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Sunday 

What If a detrt collector is suspected of breams the law? 

Tbe lawallbws consumm to sue a eollector in a state or fedn^l court within a yesr of the violation. 

What should consumers do if sued by a debt collect 

Respond to the lawsuit either persot^y or a lawyer, by the date speciifed in die court papers to preserve 
your rights. 

For more infonnation: 
www.QBca.net/is$ue5/delR<oUe^ion-abuse 

LOAD-DATE: Gctobw ?, 2012 
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HEADLINE: CREDIT SCARS; First 'Credit Scars' series brings action; 

BODY: 

They can loah like harmless errors: A misspelled name. A transposed number. A paid debt listed as past due. 

But mistakes on credit reports can inflict widespread damage. And because there are msufiicient rules on how cred- 
it-reporting agencies must correct them^ Americans are IcO vitOially powerless to erase the mistakes. 

hi the first installment of Its ongoing Credit Scats series. The Dispatch presented a four-day series documenting the 
plight of thousands of Americato whoi through no fiuilt of their own, have been harmed by flawed credit reports. Their 
stories were documented in nearly 30,000 complainb filed wifli the Federal Trade Commission and attorneys genera! in 
24 states that the newspaper collected and analyzed. 

The series, published May 6-9, drew swift lesponse - bipartisan calls for reforms and investigations at the state and 
fakni teyel 

Ohio Attorney General Mike DeW'me has recruited odier artotneys general to iiivesdgate and take action. Members 
of Omgress called fbr a legislative fix. And President Barack Obama expressed concern and said his new Consumer 
Financial Pratection Bureau would make it a priority to address problems created by the Fair Credit Reporting Act, 

In July, the consumer agency, headed by former Ohio Attorney General Richard Cordray, announced that it would 
use its new regulatory powers to investigate file three national credit-reporting agencies. The agency also held a national 
public tearing in Detroit to take testimony fiom advocates, experts and consumers on the widespread problems within 
the credit-reporting industry. 

DeWine Has been particularly critical Of the way the credit-reporting agencies handle mistakes. 

"These credit agencies act like flieyTe God; they think tiieyTe God, and they lord it over people," he said. 

Read the lirll series at Dispatch.com/credit. 


LOAD-DATE; October 7, 2012 
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HEADLINE; DISPATCH INVESTIGATION; BAD JUDGMENTS; 

The mysterious process by which court records end up in credit reports allows foreirors that are among the most dam- 
aging and difficult to resotve 

BVLINE: Jill Riepenholf and Mike Wagner, THE COLUMBUS DISPATCH 
BODV; 

Araie Vitale wasn't alarmed when she Rrstdiscoveied a court judgtnent for an unpaid payday loan on her credit re- 
port She thou^ 'I can fix this.'* 

All that was needed was a little common sense to see that the debt was not hers. Also in her fitvor: She's a lawyer 
who knows her way around the legal system. 

But neither could help hm- repair her damaged credit report Judgments, which ate cottttordered rqnyments of 
debts such as medical or utility bills, can destroy s prbtine erodit seore, dw number used to decide who receives a loan 
and how tmich they will pay in interest. 

When credit-teporl errors come from court records, they can dash dreams of homeownership, tike the dream Anne 
Vitale had. 

And Judges and other court officials have no slaiiding to correct the problems. The crcdit-repoiting agencies won't 
accept their Word that a mistake was made. 

Court rocoids contain the most damning financial information - judgments, tax liens, fiireclosures and bankrupt- 
cies. Th^ are financial scarlet letters that can scar consumers Ibr at least seven years by barring them from access to 
credit or costing them high fees to obtain loans. 

Yet the process by which court records land on credit reports is mysterious and ripe fbr errors, a Dispatch investiga- 
tion found. 

With informatitm about credit cards, mortgages and other types of consumin' loans, the cndit-ieportiog agencies act 
as lepositories. They receive and store information given to them by lenders. 

But bi the ease of court records, the aedit-repcating sgeflcieshold dual roles as both gatherers and keepers of in- 
fdnnation. Experian, Equiibx and TransUnron, the three major credit-reporting agencies in the United Stat^ hire ven- 
dors to collect the information for diem and then disseminate it. The specifics of how that process works, though, are 
largely unknown by consumer advoeatra and industry observers. 
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Nearly 1 5 percrat of the ^035 cimsumers who conqilained to the federal government said mistakes involved 
their own court records. They filed conqdaiiits with the Federal Trade Cpminusicm over a 30-month period beginning in 
2009 dKMit account-related erron in their credit rqwrts. 

Additionally^ nearly a quarter of dw 1 »094 people who said they found that did riot belong to diem on their 

credit reports identified the mistaken ddbts as a Judgment, tax Hen, foreclosure or bwdmi^cy. 

Among tlKse who complained we an attorney who found a judgment on bis credit r^jcet He raid be was not foe 
but the attormy who filed foe lawsuit seeking r^yment of a long^ovortue d^. 

Dozens of fothers and sons separated only by a "Sr.'' or “Jr." at the end of their narnes found tax liens on their re- 
pmis that belonged to the other. 

One homeowner said his house had been paid off, but it showed on his creditre{rait asn fixeclcsure. 

At least 80 conramers discovered bankniptciea that did not bcloiig to them. A sin^e person in Fli^'da found seven. 

A man in Taxas said he couldn't persuade the credit-reportfog^agencies to remove a lax lien that did not belong to 
him. As a result, he h^ to pay an extra $4,0(10 in fees when he bought his house. 

A California woman said an errant tax lien appeared on her report. "They report fkise information with ease, need- 
ing Dofoing but my name and an address," she wrote in a complaint to the Texas attorney general that was obtained by 
The Dispatch forou^ a puhlic^ecorcb request "This monthly of three — Experian, Equifax and TransUnion ~ neecb 
fo have oversight and accountability. ...They arc obstructing my right to fair credit reporting." 

Parc of the problem rests in the court records. Tq shield ^inst identity theft, court documents acerbic to foe 
public are snipped of Social Security numbers end, at at Ohio, birth dates. That leaves only two bits of inftHmation 

to match court cases to consumers: names and addresses. 

'Hhis is how you introduce errors,” said Chi Chi Wu, staff attorney at the National Consumer Law Center, which 
advocates for consumer rights and protections. "Name-only matches should be prohibited." 

Last monfo, her office issued an cdOensive r^mrt on errms found in criminal-background checks, which also rely on 
court records. 

Civil and criminal records change constantly. Cases are dismissed or settled, but those changes Brent always re- 
flected in credh reports. And that doesnt account for how judgments are assigned to Innocent bystanders' credit reports. 

''There certainly should be a higher standard" for reporting court reemds, Wu said. 

Industry spokesman Stuart K.. Pritt says research shows that less than I percent of o^it reports contain errors. His 
association, the Consumer Data Industry Association, ftmded that study. 

Pratt suspects that the vast majori^ of errors in court records are caused by court clerks or attorneys who file the 
caires. He also Said the credit-rq^^ting agencies are hantstning by decisions to remove Social Security mimbm from 
public court records, making matching more challenging. 

"We are obligated to take the record and associate it wifo a (credit) file," Pratt said. 

If there is an error reported by a c<Misuixter, foe credit-reportiiig agencies sometimes wdl! dieck court records on 
their own, said Ndnn Magnuson. foe association's vice president of public affairs. 

The federal taw timt governs credit repenting does not require the agencies to collect court records but allows them 
to, if foey so choose. 

Forma industry insider Johtr Ubfoeiraer raid foat court records ore important pieces of taformation that lenders 
need, because they show that the potential borrower has an elevated risk of (fofault. 

"By and large, the vast m^ority of public records are correct. They are cormecting the public record with foe cor- 
rect consumer," said Ulzhelmer, president of emsumer education at SmaitCredit.com. He formerly waked at both 
Equifax and Fair Isaac, the company foat developed foe most widely used credit score, called FICO. 

"I dont know how it could be 100 pereart correct 1 00 percent of the time,” he raid. 

But evoi when the credit-reporting agencies assign delAs to foe ccarect cmisumers, errors exist. 
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Instate and lederal complaints, many said fliat debts discharged in a bmdoruptey were listed as active delns,: Tax 
liens and Judgments that had bemi paid in full showed as unpaid. 

In some cases, consumers won the court cases and weren't obligated to p^ the debt, yet the credit reports showed 
otherwise. 

ConsunKTS laced with inaccuracies that they cant erase essentially have two options: live with h or flle a lawsuit. 

Anne Vitale chose a lesser-known path. 

In August 2009, she received a certified letter at her Columbus apartment near Grandview Heights horn the Frank- 
lin County Couilbpuse noting her that ^ &ced a crvC lawsuit over the nonpayment of a payday loan. 

Vitale, now 33, knew there had been a mistake. She has never used a payday leiider. She called the attorney who 
filed the lawsuit, who agreed she was not the right Anne Vitale. 

The correct Anne Vitale had a difFerent Social Security number and lived on Columbus' East Side. 

The Grandview-area woinan thought the matter had seen settled. But as she prepared in die winter of 201 0 to buy 
her first house with her soOn-to-be-husband, John Lang, she teamed that the problem was far from over. 

The Judgment afgieared on her credit reports, 

*1 was all fired up," Vitale said. She called the attorney. "You told nw this was taken cate of * she said to him. 

He told ho- she would have to contact Ok credh-repottlng agencies to correct the mistake. 

She filed disputes with Experian and TtansUnum. Her report 6om Eguifia didn't show the Judgment. She included 
documents with her Social Security number and a copy of her appiicatiim to the Ohio State Bar that listed, among other 
personal infotmation, every address where she had lived dating to childhood. That ajgrlication is a sworn, legal state- 
ment. 

'Hiiree days later, an email came back saying it will remain on my credit report," she said. 

She called the credh-reporting agencies wanting to know spccificaily how they determined this debt was here. She 
received no answers. 

She drafted a letter to the credit-reportiog agencies for the attorney to sign saying that she was riot the Anne Vitale 
with the bad debt. He ignored her repeated calls. 

She called small-clainu court. An employee Oete said, "This has nothing to do with us. There are people with lap- 

who chedt the records all day long," Vitale recalled. They are the vendors hired by the credit-reporting agencies to 
peruse court records. 

She filed a motiDn with the court to have her address removed from the lawsuit, hoping that could separate her from 
the bad debt But the judge wouldn't sign it without notificstion to the anomey who was i^ioring Vitale. 

"It Just sudted up so much time," she said. 

Vitale workxaa a staff attorney for the Ohio Dqrattraent of Public Safety. At the tlnie she was dealing with the 
Greditrrepotting agencies she was serving on a raulti-state agency committee examining issues related to Identity theft. 

She happer^ to mandon her plight to an assistant attorney general also on the committee. That attmney directed 
Vitale to the Ohio attorney general's eonsumer^aotection department 

Once the attomey.generai'S office Jntcrvened, the credit-reporting agencies acted quickly to cleanse Vitale's record. 

"Finally," Vitale said, "we think it was deared up." 

In March 20 1 0, L»ig projiosed to Vitale at Ttevi Fountain in Rome. They decided it was time to house hunt. 

Within a month, Vitale found the house she wented on Columbus' Northwest Side, It had s great yard and kitchen. 

Soon after the couple applied for the mortgage, the loan officer called. There was a problem on Vitale's Erpilfax re- 
port It was a Judgment - the other Anne Vitale's Judgment. 
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Vitale explained what had happened. Though sympathetic, the loan officer said he couldnT give them a mortgage 
with that jud^ent on her record. 

He told her how to file a dispute. VHale and Lang feared that they would lose the house and the chaitce at receiving 
an $8,000 federal tax credit because diey had only days befere the deadline. 

Once B^in, she gathered her packet of proof ~ which by then included letters from die atlomey general's office — 
and taxed them' to the agency. 

To her surtnise, that effort worked, and Equifex removed the judgment, 

"Why cant this be simple?" said John, now Anne's husband. "It was black mid white." 

Vitale keeps hanth' a file Of all the documents she collected through fee mOnths-long onteal. "I wony this wilt 
ctmw back to haunt me.” 

jriepeiihaft@dispatch.com 

@IRiep 

mwagiier@dis8ptch.com 

@MikaWagner48 

CREDIT SCARS; PART 4 OF 4 

Credit reports affect all aspects of fife. The agencies that create them are largely utiregulated, and consomars are 
virtually pow^esa to erase errors hi their reports. 

Sunday; Marred by mistakes 
Monday; Mixed reports 
Tuesday; Stolen Identities 
Today: Courthouse chaos 
Credit Scars ... a four^pait series 

Credit reporting ofifects oil aspects of life, and the agencies that produce the reports are largely unregulated. Con- 
sumers are virtually powerless to erase errors from credit reports. This Dispatch investigation highlights fee problems. 

' Today; Marred by mistakes. When consumers discover errms on their credit reports, feere are no true investiga- 
tions. The federal law governing credit reporting leaves consumers with few options to figbragainsi erroneous infer- 
matloa Essentiany, you must live wife h or file a bwsuit Presiifent Barack C%ama and 1^ lawmakers are calling for 
referm. A group attorneys geneiSit from several states is launching an investigation. 

* Monday; Mixed reports. The way the credit-repotting agencies match consumers to accounts sometimes results in 
assigning fee debts to fee wrong people. Victims of mistaken identity have lost jobs, their homes and their financ ml 
reputations. Some have been wrongly labeled as terrorists. 

* Tuesday: Stolen identities. Thieves have hijacked fee identities of thousands of children, some at birth. The vic- 
tims fece foreclosures, bankru^ias, and huge debts years before they are old emnigh to apply for their first credit card, 

* Today; Courthouse troubles. 

SERira CONTRIBUTORS 

* Reporters; Jill Riepenhoif, Mike Wagner 

* Managing edilor/newa: Abut D. Miller 

' Pbotogtaifeers; Eric Albrecht, Shari Lewis 

* Photo editors; Karl Kuntz, Craig Holman, Lisa Marie Miller 
' Page designer: Charlie Zlmkus 

* Graphics artism: AarOn Harden, Tom Baker, Maty Nguyen 
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* Copy editor: Jenny Appicgate 
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GRAPHIC: Photo 

(I ) SHARI LEWIS / DISPATCH Because of a court judgment mistakenly assigned to Araie Vitale Langes credit report, 
she and her husband, John, alitiost were doiied a mort^ige for the house they had s« their hearts on - and nearly 1^ an 
$8,000 federal tax credit (2) MANUEL BALCE CENETA / ASSOCIATED PRESS Stuart K. Pratt, spokesmen fbr the 
creditrtepotting industry, suggc^ court clerks and attorneys are at fault inr most of these errors. (3) Jill Kieparhoff (4) 

Mike Wagna 
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HEADLINE: Dispatch investigation: Youngest victims; 

Kids are increaslt^ly targets for ID thieves who can spend years running up big debts in their names, ruining their ill' 
ture credit 

BYLINE; Mike Wagner and Jill Riepenhoff, THE COLUMBUS DISPATCH 
BODY; 

By the time Kimberly Dean was in eighth grade, she had a mortgage, dozens of credit cards and enou^ debt to fill 
six pages on a ciedit repotf. 

The Columbus girl's financial lift was in rtuns -- but she didn’t Itnow it 

Not until she was a college fieshman and denied a JCPeimey <»dif card would Dean leam that someone had stolen 
her identity when she was Id. That she sqgiosedly owed debts or{190,000. And that this would haunt her for decades. 

A terrified Dean could find no one to fix the problem, including the b% thiee credit-reporting agencies, Experian, 
Equiftx and TtansUnion. 

She was lefOTCtiiO a local judge who signed and stamped anafltdavit saying the debts didn't belong to the teenag- 
er. He warned ho- that she should always carry the place of p^rerso that no one would identify herns a deadbeat or 
criminal. 

"It was like living in a fitreign country, always having to prove who 1 was," said Dean, now 39. This started when I 
WBs a kid, and it still haunts me today. Ifs like the junk drawer in the kitchen or the dirty rug in the ^age that no one 
ever cleans up." 

Identity theft remains a grOwring threat to all consumers, but diildreo more than ever have become a favorite prey 
fbr criminals. Parents ate ahnost powerless to prevent the crime, because there is no way of knowing when ati identity is 
stolmi, and the credit-reporting agencies won't conduct sesrches using only a Social Set^ty number, mainly because of 
privacy issues. 

For some, it gets worse when they discover the problero. 

A Dispatch analysis of nearly 30,000 ftdetal and slaleconsnmer complaints showed that two-thirds of pffirple who 
said tlwy were victims of identify theft also complained that the credit-rapmting agencies ftiled tn remove hrau^lent 
account^ names and/or address ftom their files. Some complained that the credH-reporting agencies would not accept 
police rqxirts as proof that they had been Victimized, the first step toward clearing frauduieiit accounts. 
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By comparison, a recent survey by the Federal Trade Commission of 3,000 identity^diefi victims showed that a lit- 
tle mote than half of the victims said ^ &Ise infonraition had been corrected or retook. 

"Tlie credit ^encies and creditots don't do teal investigations. They just don’t do it," said Leonard Bennett, a Vir- 
ginia-based consumer-law attorney who hm testified to Congrres about credit-repotting problems. "Most people cam- 
plain about identity theft because they cant get it coitected." 

When a case of child identic theft is detected, parents often have to seek help outside the credit-reporting agencies. 
One resource has been AilCIeerlD, a California-based company that oSbrs identity-theft protection services and will 
cleanse a child's ctedh history. 

Studies done by the compaiiy found that the identities of more than 10 percent of the children in its/^em had 
been hjjacked by saffleone using Social Security numbers. 

The childreii who arc in its database largely are there because their confidential infbrroatioo was cmnpromi^ 
when a computer was hacked, stolen or lost. The children's identities had been used to open more than 17,000 accounts, 
including credit cards, mortgages, cat loans and utility snvices. Alatnun^, most of the damage had happened long 
before the data breaches pointed to it, although ifs not certain how. 

The study identifieil a girl in Florida with more than $1 .3 miiiion indebt tiedtoher. A 1 7-ycar-old from Arizona 
had $713,000 in loans and credit A U-year-old in Kentucky had a $603,000 California bouse in foreclosure. The Social 
Security number of an Ohio teen was ti^ to a dozen djfforent people who used it to obtain credit and jobs. 

'"These Iddsi Social Security numbers are particulariy valuable to thieves because they can go years without detec- 
tion,' said Bo HoUend, chief executive of AllClearlD. "Because of privacy restrictions, the credit hureaus cant share 
with parents what they find in their (child's) files. So they dont know who is using the Social number or what accounts 
were opened." 

Foster children especially are vulnerable to ID thieves. 

Last year, Los Angeles Coun^ fonnd that 3 percent of Its foster children who were 1 6 or 1 7 years old hal credit 
histories. 

The Dispatch investigation hes prompted Ohio Attorney OcnersI Mike DeWtne to launch an bivestigadon into 
whether any of Ohio's 1 1;S30 foster Chikhen have been victimized by identity theft. 

Stuart K. Pratt, president and chief executive of the Consumer Data biduatiy Asaociation, which freaks for Experi- 
an, Equifox and TransUnion, said tiw ageiKies are woridng to develop more programs and protections for children, 

"it's a tragedy. There is note Single American fliat thinks we should shrug our shoulderSj" Pratt ssid. T'lo one wants 
any .child to be a victim." 

Frmn scary story to reality 

The newspaper story he had read about a 1 7-year-oId girt having her identity stolen was keeping David Martin, the 
father of three, awake one night. 

The man from Cuyahoga Falls, near Akron, decided to add his entire family to his paid credit-monitoring service, 
and he soon leenied the newspaper stwy had become a frightening reality for his 1 l-ycar-oid son. Tanner. 

Someone had been using his son's identity to for bills at a medical center in FloridBfhr more titan a year. Tan- 
ner suffered frxnn a serious liver disease and was treated at a local ho^ital, but be had never been to Florida. 

Martin soon would discover that his .son's Social Security number and identity had been stolen fiom three separate 
entities. He received form' letters from a local hospital, a brokerage firm and the state pf Ohio, sli telling him that a CD 
containing his sonh Information had bcmi lost or stolmi. 

"You just keep thmking, 'How can this hsgipen?’ " said Martin, 49, who weeks fm Goodyear. "You do everything 
you can to protect your children, and then this happens." 

While parmits or fomlly OKmbers are occasiorially the culprits in chiki identity theft,. .there are plenty of other crim- 
inals who find ways to access a child's Social Security noiriber or otiier personal information. 

Children are especially vulnerable when massive databases at schools and hospitals are lost or stolen. 
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Since 2005, schoois and health-care iHUviders experienced more than 40 percent of ail data breaches in Ohio, com- 
pared with ( percent nationally. That's according to data compiled by the Priv^ Rights Clearinghouse and analyzed by 
The Dispatch. 

Tte Caliibmia-based nonprofit agents combs media reports, government websites and blogs to trade breaches of 
sensitive, personal informatlort, Ohio isone Of about 40 states that do not require stalewidetmdiing of data losses, 

Nearly 5 million records have been compromised beceuse of data breaches in Ohio since 2005. 

And it's thosie breadies that leave Emilies such as Martin's vulnerable to identic thelL 

After struggling for nmre than a year with the credft-repoiting agencies and other entities, his son's financial history 
was cleared with help ftom AIlClearlD in 2010. 

SHU, the 6tber worries thSt the ftteft could somehow come back to haunt Taimer, rtow 14 and healthy. 

"We shred everything that we don't need now, and we still worry about Tanner’s info," Maitin said, "We donT know 
if there is anything else lurking in the system." 

A fear that never ends 

The caseworker didn't directly accuse Doric McLemore of stealing her l-year^ld daughter's identity, but the tone 
of her voice made the moftier feel irmte like a suspect than a victim. 

McLemore had been denied govermriQit medical insurance for her two children because Galifomla state records 
showed that ha- daughter Kenna already had an income. Someone had stolen fee little girl's Social Security numter. 

For the next s'lx months, McLemore and her husband, Bryan, filed compleints with the police and goyerornent offi- 
cials, but no one seemed too conesned that a l-yeer-oM abe^ had a Job. 

'The poKec just kept saying, 'Well, they didn't steal anything,' " said McLemore, now 36 and fee mofeer offeree 
Irving in Dallas. "I tried very hard to get to the bottom of it then, hot no one seemed to take it seriously or want to do 
anjehingto flxitSo Ijust figured itwould work rtseif out and tried to ftrrget about it’ 

Identity thieves often count on feeir victims to forget about it Once identity theft Is suspected cm a credit report, the 
criminal hopes fee grueling, time-comumirrg process ofeleansing a citdh history wilt wear down a consumer. 

Adults can at least check their credit reports to guard against more trouble, bm children remain vulnerable because 
they arc invisible in fee financial system. 

McLemore never truly forgot about the identity theft htvDlving Kenna, now 9. It was a chance encounter that likely 
saved her dau^ter from financial hardship when she goes off to college. 

At a children’s birthday party near their new home in Delias, McLenoie met a woman who worked for AllCiearlD. 
After hearing McLemoie'a stoiy, the woman checked on Kama's history and discovered thieves had racked up more 
than S34.W10 in deto. ft remains: unknown how her identity was stolen, and no one has been arrested. 

AIIGlearlD helped the family deal with fee creditors and credit-repotting egaicies to straighten out the mess, hut 
the family still isnt sure fee ordeal is truly over. 

Tfs a mess of a system," McLemore said. "You can't assume it's ever going to be truly fixed." 

Financial shadow 

Kimberiy Dran looked at the jriece of pqicr the Judge had signed - fee one she carried for 10 years to prove her 
identity — crumpled it, and threw it away. 

In her mintL she had done everything in her power to cleanup fee financial mess some crook created for her when 
she was !4. She had spent hundreds of hours pleading vrift the credit-reporting agencies and creditors to conecl her 
credit history. 

She applied for and was granted a new Social Security number and assumed that creating a now identity would 
solve fee {upbiem. 

But creditors kept calling and accusing her of owing them thousands for furniture, clothing and food bought by the 
thief. 
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"B»4t in the early 1990s, no ooereally understood ID thefl that well," said Dean, a single mother of four who lives 
on Columbus' East Side. "I didn't think to go to the police, because I thought the credit agencies were the police of this 
system. I couldn't afford a lawyer. Eventually, I just gave up." 

Seme identity-then victims never truly receive the help they need. Some hy to nghtthrougb tl» mns alone and 
dont succeed. Some don’t know who to or Where to file a complaint Some are inttmidated by the system. Others 
assume it will just ^ sway. 

Dean still doesn't know how she hecame a victim or whether her credit pidblems will ever disappear. 

She did learn in 2009, more thmi 17 years after she first realized that ter identify had been stolen, that her old So- 
cial Security number was still being associated with her name. 

That explained why the credit reports she received looked accurate, but those seen by creditois still were filled with 
the crook's debt. 

“1 don't even request my credit repoits anymore," Dean said. "You just gel tired, you know? You jusf get tired." 
mwagnm@dispatch.cam 
@MikeWagner4g 
jiiepentefl@ditpatch.com 
@IRiep 

CREDIT SCARS: PART 3 OF 4 

Credit iqmrts aflect all aspects of tilb. The agencies diat create them are largely unregulated, and consumes are 
virtually powerless to erase erron in their reports. 

e Sunday: Mistakes abound 

* Monday: Mbted reports 

* Today: Sttlen identities 

* Wednesdify: Cqunhouse chaos 

■n» 

Guard against ID theft 

Anyone con be a victim of identify theft, regardless of age. Millions of people are afToeted each year, and in 2(110, 
identify thieves caused $34 billion in damage, according to the Identify Fraud Survey Report. Experts ofte these tips to 
Help (UotcctyotirMlf and your children: 

FOR Your CHILDREN 

* Watch your mail far olTeis of credit in your child's name. 

* warn children about sharing sensitive information online. 

4 Do not ever use your child's Social Security number to open utility or credit accounts. 

* Do not carry their Social Security cards in wallets purses. 

FOR YOU 

" Use a credit card for online purchases. Ddiit cards can expose your checking account to thieves. 

* Contact each credit-reporting agency and all creditors when a loVed one dies. 

* Onlihe, create passwords with at least eight characters with a mbi of capital letters, numbeis and symbols, 

* Never divulge personal information when solicitml by phone or etnalL 

* Do no leave outgoing bills in an unattoided mailbox. Shred all canceled cb«:ks. 

For more information, visit www.allclearid.com/child or www.idtheftcenteriorg. 
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Sources: AllCleariD, Identity Theft Resource Center 
Credit Scars ... a four-part series. 

Credit reporting afleets all aspect; oflife, and the agencies thM ;noduce the reports are largely unregubted. Con- 
sumers ate virtually powerless to erase errors ftom credit reports. This Disp^h investigation highlights the problems. 

* Snnday; Marred by mistakes. When consumers discover errors on their credit lepofls, there are lio true investiga- 
ticms. The fbdenU law gtrveming credit teporting leaves consumers with few options to fight against OToneotts infor- 
madon. Essentially, you must live with it in' Hie a lawsuit President Barack Obama and key lawmakers are calling for 
reform: A group of attorneys general firom several states is launching an invotigation. 

* Monday: Mixed repoib. The way the credit-repotting agendea match consumers to accounts semetiiiMS results in 
assignmg ddits to the wrong people. Vietims of raistideen identic have lost jobs, their homes and their financial reputa- 
tions. Some have been wronj^ labeled as terrorista. 

* Todig:; Stolen identities. 

* Wednesday; Courthouse troubles. When credit-repent errors come fiom court records, judges and other court offi- 
ciatshave no standing to correct them. Court records contain the most damning financial information - judgmmits, tax 
liens, fbreclosures and bankruptcies ~ and are ripe for etrors. 

GRAPHIC: Photo and Graphic 

(!) Shari Lewis /Dispatch Khnberiy Dean, of the East Side, didn't realize until she was I Sdiat her identity had been 
stolen when she was 14. The chaos it created in her credit repoit has haunted her for 20 years, and she now tries to avoid 
both looking at her credit report and borrowing money. (2) Lawrence Jenkins / For the Dispatch The identity of Done 
McLemore's daughter Kenna was stolen when she was I year old. The problem has plapied the family for years, and 
the Dallas residents soli vent confident that h is resolved 

LOAD-DATE: May 8, 2012 



184 


Pag? 34 


^ LexisNexis* 

22 of 29 IX>CUMENTS 


Cof^ght 20 12 Tbe Columbju Dispatch 
AU Rights Reserved 



The Columbiu Dispatch (Ohio) 


May 8, 2012 Tuesday 

SECnbN:NEWS;Pg,7A 
LENGTH; 831 woids 

HEADLINE; Credit scars: Stolen Identities; Thief stole her identity, dreams; 
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Dateline: CATLETT, Va. 

While Sinanne Sloane was giving birth to her second child, a contract worker in the hospitaPs accounts-pqrable 
department was stealing her identity. 

During the next six months, the thief took oM dozens of credit ca^l^ loans and Cash advances using Sloane's per- 
sonal information, and went on a wild spree, spending $30,000. 

Sloane had no idea, until one day she Opened a piece of mail fWnn a debt collector saying she owed money fmm a 
credit ami dial didn't belong to her. The card was issued to Shovnna Sloan — the woman who worked at the hospitaL 

That night, Suzanne Sloane typed her Social Security number into the website for Equifax, one of the three major 
credit-rqmrting agencies in the United Stales, and discovered that her repoit was litteied with 20-plus pages of the other 
woman's accounts. 

"I hadJustputdKldds to bed, my husband wasift home, and I nas panicking when I saw that name," said Suzanne, 
now 45 and a chartm:-scIiool principal. "Yoirire in disbelief In the beginning. 1 thought it must be a typo or some kind of 
mistake." 

Suzanne spent months worichig with local and federal authorities, calling Ctediton and dealing with Equifax. The 
thief who had a previous convictioo for identity theft, confessed to stealing Suzanne's information at the hospital and 
later was senten^ to 18 months in prison. 

Suzanne thought ihe ordeal was Gnally over. 

Like so many others who suffer through an identity theft, Suzanne soon realized that restoring her prevfousiy excei- 
lent credit would consume her life. 

Her struggle to fix her credit repoit would threaten ho- financial lift and nearly cost her something even more valu- 
able. 

Suzaime and her husband, boQt teachers at the time, had built the family life they had always wanted. Part of it 
came fiom the sweat and tima they put ioto fixing up one house, selling it and buying a nicer one. The couple had made 
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the home unprovmnents cogetho’ and decided it was a good time for her husband to follow bis dream, quit teachlng and 
make a livltig restoring and seliii^ hmnes. 

They found Seyerai homes that were perfect to get dieir ihtsihess started. Th^ wemio airange finaiKing hut knew 
it was news when diey saw the iwk on the mortage broker's fiice. To make matters worse, the broker was oiie of 
her husband's farmer students. 

Suzanne's credit report was still carrying the debt of the identity thief, lowering her credit score 200 points, into the 
SOOs. They were denied a loan — and their dream, 

“I felt like I killed his dream," Suzanne said. 

She previously had been turned down for a car loan for the same reason, but she thoughther credit report was now 
clean. 

She had done everything possible to fix her credit history. She repeatedly wrestled with creditors and Equi&t by 
phone and in letteia, but she never got the help she needed. 

Equiftx, howevs, mailed her a form letter offering to sell ha protection against identity theft. The letter was ad- 
dressed to the thie^ Shovana Sloan. 

Then the problem began to affect Susmne's marriage. 

Shortly after she end her husband were denied the loan, SuzamMoyerfaeard B conversation between him and his £i- 
tiier. The two were discussing going into the housing business as partners. 

Suzanne was hut and felt betrayed. The couple argued long iiite the night, and tension only grew wtHse during the 
summer. They were sleqiing in different bedrooms and considered separation. 

Ife Just mulled the ftlknit from the identity theft to go away," Suzanne said. "He started blaramg me for what hap- 
pened and for not being able to ilx it I was losing my husband over this." 

While vacationing with finnily, the couple found time at a quiet ocean-side restaurant to be ahme and talk through 
their troubles; They agreed they weren't going to allow the flawed ciedif-Teparting system to destiny their fbmily. They 
would keep working together to rebuild Suzanne's financial life. 

Bveiitiially, she hired a txmaumer-Iaw attoniey and sued Eqtiilax. The legal dispute continued for almM two years. 
It included an exhausting trial during which Suzanne described to a jiny how the crime and its lingering effect on her 
credit histoy nearly destroyed her family. Equlfen argued that Suzanne hadn't fellowed proper prpeedues when disput- 
ing the fel» infoiTnatkin on her report; 

Tfaej[ury sidetl with Suzanne and then awarded her financial damages, which later were cut in balfby a judge. Su- 
zanne declined to discuss the award based on the advice of her attorney. An official for Equifax's lobbying groiqi said 
the company doesnX comment on active or closed legal oases. 

Tio, I didn't get rich, and I am still working," Suzanne said. 

She and her husband are now both school principals and remain unsure about whether tire problem will reuim. In 
fiict, just three weeks ^o, Suzanne received a call from a creditor who wanted inclination about Shovana Sloan, 

"I still feci like this robbed my husband of his dream," she said. "No one should ever have to go through something 
like tills. But when it happens, h should be fixed instead of anchoring down your life for montiu or years." 

mwagner@dtspatch.com 
CRAPHIC; Photo 

Pete Marovich / For the Dispatdi Suzanne Sioane of Gatlett, Va., sirnggied for years to cormti her credit records after a 
titief stole her identity and spent S30,000. The thief was convicted, but that didn't fix things. Sioane and her husband had 
to give up a plan to Oart a business, and the stress almost broke their metriage. 
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BODY; 

Judy Thomas cnimpled In her seat as the banker behind the big wooden desk said she couldn't refinance her home. 
The nurse from northern Ohio was rejected die loan because, in the fmanciaJ wodd, she was also Judith Kendall 
from Utah who had bad credit. 

Barbara Sowers tossed a rejection letter for a government k»n mito a pile with so many others. The disabled central 
Ohk} w^oman — Uvmg in a 200>year-oild house whh holes in die ceiling and rotting walls ” couldnt get a loan to make 
repairs because credit repeats confused her with her daughter, who has a similar name. 

Brenda Campbell was certain she would be fired by the Missouri governor if he learned that a cdliection agency 
was going to pmish her wages. The personal finaDcial recorcB of the state’s direchr of senior and di^ility ^vkes 
were mixed with those of two other women named Brenda Campion. 

The smallest error on a crelH r^iort can cause hardship. But when a consumer's file is mbtakenly mixed with one 
from someone who has qu^ionable credft, whether a stranger or even a family member, die consequences can be dev* 
Bstaling. 

Suddenly, through no foult of tfteir own, they assunM another person's financial identity and personal histmy. Those 
new identities can label them as a financial deadbeat or even a felon. 

"It nearty destroyed tny life, and dieu fixing the problem crmsunied my life," Campbell said. *And if s not just about 
money. There is so much time spent dealing with the fear end anxiety of how much damage this is going to cause you." 

A yearlong Dispatch inveati^tion found that diousands have been snntd by errors bn dieir credit but no 

one a hurt mcoe than thc»e whose credit histories ace blended widi another's^ because they can take years to untangle. 
And inaome cases, a lawsuit is required tb separate the f1!e& In the time H t^s to clear it up, the consumer's credit 
score and Bnanciai life suffbr. 

The identity ^ cause die coosumer to lose ^ on credit cards, home and car loans, Jobs and helping then- 

kids pay for college. 
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When consumers request their credit report, they must provide at least tbetr full name. Social Security number, date 
of birth snd address. 

But creditors doot have to follow the same rules when they requeA cwisumers' reports. They can simply search for 
account information by name only, or maybe just by a Social ^uri^ number^ 

That^ how the mixed-file nightmare begins andhow MeHssa became Usa, Myta became Maria and Angela mor- 
phed into Angelina, as seen in federal complaints and lawsuits filed against cre^t-r^oiting agencies. The credit- 
reporting conqmters do not recognize goider, so the files of one woman named Robin, for uuunple, were mixed with a 
man’s named Robin. 

In an exfreme case, a man from Virj^iua with good credit was mixed with a financial deadly who shared his 
name, lived in the same town and had a similar Social Secinity niunter. After a futile two-y^ battle to clear his name, 
the man crafted a lett^ to his family explaining that oedit reporting had "destroyed his life." He then commit^ sui- 
cide. His survivM's detailed the man's ordeal in a lawsuit 

About 6 percent of nwly 2l,500cons!uznere who compiamed to the Fedoal Tr^. Commission during a 30-month 
periml beginning In 2009, and nearly 8 percent of I,ft42 complained to state attcni^ ^neral in 2009 and 2010, 
said friat their credit reports had beeir mixed with another person's. 

In an uiiprecedentKl review of c(xisunier compfiaints ta the FTC, The Dispatch leaned mat cmisumers' files bad 
been merged with th^ of their motlKirs,^rtberS, brothers, sisters, in-laws and neighbors. Th^ were mixed with 
stnm^us with the same name, a similar name, a sitriilar Social Security number or no Icnciwn similarities whatsoever. 

Of the 1,252 people who (old the FTC that their files had been mixed widi other consumers', 30 percent also com- 
plained that die credit-reporting agencies failed to correct the mistakenfrer being asked. The others did not indicate 
whether they had sought to have the information a>rrected. 

Kb one outside Experian, Equifax and TransUnion, the three major ctedh-repofting agencies in the United States, 
fully understands how computer formulas us«l by the companies match up infrumatfon. The formulas are closely 
guarded Industry secrets. 

In 2004, die FTC ruled against requiruig the agmeies (o, use stricter matching criteria, such as all nine digits of a 
Social Security number, to assign accounts to consumen. The commission admitted that mismatching errors are costly 
to consuincfs; but it ultimately decided that it was best to protect lenders* interests. Tighter standards could increase the 
number of coses in which no data arc found when creditors request reports. 

Consumers widi mixed credit files are treated iio diffmcntly from someone with a misspelled name when they at- 
tem^ to correct errors. The dispute system is highly automated and does not involve a tree investigation by humans. 

Experts say the mixed-file problem is a long-standing issue. 

*^0 FTC signed consent decrees with the three credit-rept^ng a^nctes in 1991 bemuse of mixed-fite probtems. 
Twenty years later, we have the some problem," said Evan Hendricks, editor and publisher of the newsletter "Privacy 
Times" and audior of die book Credit Setues & Credit Reports: How the Sy^na Really Works, What You Can Do. 

The credh-T^ortlng ageiKles say their computers are so sophisticated that tiiey only mix a few files," Hendricks 
said. "If ifs So finv, why cant th^ recognize and diagnose? The answer is nobody's told them to do it And it's bad to 
mix the file. Ifs worse to uiunix it" 

Stoazt K. Pratt, president and chief executive of the Consumer Data Industry Association^ also frte spokesman for 
Equifax, Experian and TVansUnion, said those ageiKies are constantly looking ^ metiiods to eUmniaite the mixed-file 
pr^lem. 

'"nKre is on attitude that, file by file, we want to get it right and titat's bnportant,*’ Pratt said. "They literally have 
scientists that deal widi this question of matching (data). Year by year and montii by month, they ere learning, gathering 
data, storing data^ auditing data, IcK^ing for pattern changes and Icmking at software and hardware technologies for im- 
proveroents to the system." 

Powerless to fix mix-up 

After spending her days dressed in emergency-room scrubs, nurse Judy TbcHnas decided it was time to treat herself 
m a pretty dress. 
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To save an additional 10 percent on the purchase, she dgned up fim a credit card at the women's clofliing ston that 
day in 1999. 

But Thomas, who always had excellent credit, was lejected and didn't know «diy. 

The lesidmit of Elyria, near Cleveland, called the etedit-reixntmg agoictes and learned that her file had been mixed 
with tiiat of a Judith Kenibil who lived in Utah. And diere were two Social Secui% numbers otiier tiian hers listed on 
heriepoit 

"I didn't know how had it would be fbr me to fix it at that time,'* said Thomas, now S 1 and nursing manager at two 
medical fimilities. "But man, would it ga wane." 

For about sb( months, she wrote letter after letter to the ciedit-reparting agencies and sent persoimt information try- 
ing to clear her financial identity. The agenciea responded witii their own letters saying they would correct the problem. 
At other times, they simply confirmed thm the fklse information from the Judith in Utah was still on Thomas' report 

Thomas then tried to buy a car, but she was lejehted for the loan. Her credit report continued to be weighed down 
by the other woman's unpaid debts and bad credit. 

Thomas was rejected for a loan again when she tried to refinance her home, Bui this time, a banker did her a ftyor 
by leaving die credit report on the edge of a desk and walkiiig aWay, so Thomas could get i took at what was in it 

"It was Just riddled wth errors and debt," she said. 'I tried calling all of them myself and straightening the mess 
out, but I had no luck." 

Theunas started receiving letters and phone calls fidm numerous creditors across Utah, pressuring her to pay debts 
that weren't hen. 

"I would say. Hey, Listen, 1 have never even been to Utah, so how could I have a mortgage diere for $147,000?' " 
Thomas said. "And they would continue to tell me things like, 'You ate Judith Kendall, and you are 53 years old with a 
heart condition, and you owe us S 14,000.' " 

When Thomas rei^uested her credit report, it was clean. It didn't show her being mixed with Judith. But when credi- 
tors pulled Thomas' reports, they finmd iidith's debts there, too. 

This is not uncommon. When consumers request their reports, they receive only information that exactly matches 
their name. Social Security number, birth dale and address. But when creditors ask for reports, the teondard isdiffitrent. 
Close is good enough. 

Thomas never came close to solving the [aoblem on her own. 

Five years after she had been denied the credit card while buying the new dress, tiie credit-reperting agencies still 
hadn't fixed tin problem. 

It reached a boiling point when Thomas applied ibr her daughter's college loui online and was told she couldn't be 
0 co-signer because of the debt on her credit report - debt that she knew Wasn't bets. 

So she hired Sylvia Goldsmith, a consumer-law attorney ftom the Cleveland area, in 2005 and sued Equiftx and 
TransUnion. 

Goldsmith spent a year battling the credit-reporting agencies before they agreed to a confidential settiement with 
Thoms, Representatives said the credit-repocting agencies do not comment on pending or resolved cases, 

"No one would help me with this for all those years before Sylvia," Thomas said, "So many people told me this 
Wasn't that big of a deal, but it was the hardest thing I've dealt with in my life. And how do you fix something if no one 
really understands somedilng is seriously wrong?" 

Credit void, credit pnAiiems 

The ciw^ in the upstiurs bedroom me almost big enough to look down and watch the television in the living room 
below. 

Water dama^ from cracked pipes rotted parte of some walls, exposing iniulalion and wiring 
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Barimra Sowers' nearly 2()0-year-old home has been on stnictural life support since 200S, That’s when the woman 
who has ffldured 13 surgeries for crippling arthrttis was firsi itenied the government loans for repairs, 

Bariwra Jean Sowers had been mixed with her daughter Barbara Louise Sowers in the credit-reporting world. And 
her daughter's credit histoiy was troubled. 

Barbara Sowers, 67, was virtually invisible to the credtt-repoiting agencies because she never borrowed money. But 
to computer formulas that match pct^Ie to accounts, she looked like her daughter. Their names are similar and they had 
shared a post-office box. 

The cre^ agencies were nice, but they just kept telling me I should get a credit card So it would be easier to 
stiaighten out," said Sowers, ndio lives in Homer, northeast of Columbus in Licking County. "My parents taught me riot 
to biiy anything unless you had cash, sb that's what I did my whole liib. I guess that came l^k hr hauirt me." 

Sowers did everything in her power to convince the loan administiatiors that she wasn't her daujjiier. She beg^d 
them to check the Social Security numbers, but it did no good. One agency even accused her of having a |diony number. 

Every time the ciedit-repoitiug agencies looked for Sowers' real credit histoiy, they found nothing because she had 
no established credit 

"It was hard to Hx something for me that didriT really mdst," Sowers said. 

Finaily, in 2009, Sowers' niece filed a complainrwith the Ohio attorney general's office, and about ayear later, the 
mess was straightened out 

Sowers' Old house and her peace of mind finally started receiving the repairs they needed this yeer. 

Its a start for the disabled woman who can't cany in her own groceries and counts on neighbors and church ftiends 
to make it through each dsy, 

'Me and this place are both fidling apart, but it's mine,* she said of the house. 'I dont likC: owing anybody money, 
but maybe ifs a g^ thmg I do.* 

It can happen to anyone 

Brenda Campbell returned to her offiloe after an exhausting day in the Missouri State Capitol and saw the note fiom 
the petsonncl department on her desk. 

A debt-collection company had filed papeiwotk to garnish the wages of Campbell, die slate's director of senior and 
disability services. 

"Ifs not me." She told them. "Ifs not me." 

Campbell knew tiierc was something wrong with her credit Kpon because a few months back when she bought a 
Jeqj, a credit cheek found debt that didn't belong to her. And she had been rejected when she applied for a new credit 
card. 

Up to that point in May 2007, flic mix-up had been mostly an aiuioyance. But suddenly, it was threatening her live- 
lihood. Campbell wont home after the meeting with the pwsonnel department and wapt. 

*] was- appointed to my position by the governor, and I was certain I was going to be fired," Said Campbell, 3S, who 
Hyea in Nixa, Mo., and has since retired. "Even thou^ this wasn't my fault, I thought the governor’s p^le wouldn't 
want the puhlieity of an appointee having her wages garnished. 1 was terrified this would take evetything ftom me." 

On that same night, Campbell did her own research online nnd found the Btcnda CampbeU that the debt collector 
was looking for. The other Brenda lived a few counties away, had criminal charges pending against her and had actually 
agr«d to pay off her ddJf . 

Campbell assumed someone would conduct a similar investigation and her problems easily would be solved. 

But she was wrong. 

She eventually discovered that her credit report conlained fliree other Social Security numbers, and by that time, her 
intormation had been mixed wUi two other Brenda Campbells'. It was unclear who the third number belonged to, but it 
was likely entered into the system incomcfly. 
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For the next eight months, Campbell couldn't persuade die collection company or the credit-reporting agencies to 
remove the false information from her account. She feared thid her co-workeis would find out about die mess and not 
believe her story. She even was afiaid to drive into another county on a work trip, fearing she would be pulled over and 
then mistaken for the Brenda CampbeU who l»d a wuiant out for her aireA. 

She managed to avoid having her wages garnished, but the burden of the credit mix-up betnime too much to bear 
alone. 

Like Judy Thomas, Campbell hired Goldanith, the consumer-law attomq'. She sued Equifox, Experian, 

T ransUnion and die debt-collection company. The legal battles lasted more than two years. Campbell was forced into a 
grueling trial on one of the cases before settlements were reatdied with all four by the spring of 20 10. 

To this day, CampbeU does not know bow the other Brendas were linked to her. Consumeis rarely learn how die er- 
rors begin unless they can discover if themselves. 

"The buiden of fixing this [moblem was all mine, and no one m dre credit agencies would help me," Campbell said. 
"No one seemed to core that this was destroying my life." 

mwagncr@dispatch.com 

@MikeWagncr48 

jriepenhbR@dispatch.com 

@JRiep 

CREDIT SCARS: PART 2 OF 4 

Credit reports aRect all aspects of life. The agencies that create thetti are largely unregulated, and consumers are 
virtually pow^ess to erase errors in theb reports. 

Sunday; Mistakes abound 

Todr^. Mixed reports 

4 Tuesday; Stolen identities 

* Wednesday: Courthouse chaos 

Qedit Scars ... coming this week 

Credit reporting aflects all aspeiSs of life, and the agencies that produce die reports are largely unregulated. Con- 
sumers are virtually powerless to erase errors from credit reports. This Dispatch investigation highlights the problems. 

Sunday: Marred by mistakes. When oonsumeTS discover erTtus on tiieir civdh reports, there are no true investigs- 
tions. The federal law governing credit reporting leaves cafuaniers with lew options to fi^t against mrooeous infor- 
matioa Essentially, you must live with it or file a lawsuit President Barack Obama and key lawmakers are calling for 
reform A groigt of Bttonieys general fiom several states a launching an fovestlgstion. 

* Tod^: Mixed repmts. 

" Tueday: Stolen identities, ThieVeshave hijacked the identities of thousands of children, some at birth. The Vic- 
tims face foreclosures, bankruptcies and huge debts years before diey are old enough to qiply for tbefr first credit Card. 

* Wednesday: Courthouse troubles. When cretfit-repret erora come fitun court records, judges and other court offi- 
cials have no standing to correct them. Court records contain the mosl damningfinatKial Information — judgments, tax 
liens, foteclosums and banknipreiee - and are ripe for errors. 

GRAPHIC: Photo and Graphic 

(I) Eric Albrecht / Dispatch Judy thomas of Elyria kept detailed records of errors in her credit report that developed 
after her infbnnBtion was mixed with that of a woman from Utah. Geltiitg foe problem fixed was a frustrating process 
that took more than five years and a hiwyer^ help. (2) Barbara Sowers rolls a bucket of water from the kitchen of her 
Licking County home to the bathroom so she can flush a toilet. The plumbing doesn't work in part because she couldn't 
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get a temodeling loan after her credit report was mixed up with her daughter's report, (3) Bruce Stidham / For the Dis- 
patch Brenda Campbell of Missouri 
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BODY: 

SandiB Cortez went to buy a new car on her lunch break, and about an hour later, the Denver dealtfship staff was 
tfar^tehing to call the FBI to haul her aW^ as a suspected tesrorist 

Tbe dealership’s routine chMk of Cortezfs credit repeal turned up something uousuaJ on that day in 2005. It was an 
alert indicating that the woman was on a government list of sospect^ terrorists, international drug traffickers and others 
associated with weapons of mass destnictioo. 

Cortez, now 68, was really just on accountant who wanted a new silver Subaru to better navigate the mountain 
r(»ds ^ traveled to reach her favorite hiking trails. 

The credit report Cortez had seen long before she walked into the dealenbip was clean. She had excellent credit, 
and she had no inkling that she was linked to a Colombian woman with a similar name wanted for drug trafBcking, 

But like so many other consumers, Cortez didn't realize that dw credit repMte issued to businesses are not the same as 
those given to CMStimers. 

The ordeal enguiilbd tbe grandmother for dM next five years. Her many attempts ^x tbe problem with 
TrahsUnion and the federal government bn her own all fail^. Cortez pleaded with the credK-fepoiling agency to correct 
her credit histmy but received oo help. 

She eventually hired Jim Francis, a consumer-law attorney in Philadelphia, and su^ TransUnion. Cortez endured a 
grueling legal tattle that included a trial and years of appeals. She originally was awarded $750,000 by a jury, but that 
later was reduced to $L50,OCK>. And the government to^ about a third of it in taxes. 

Ofiieiais for TransUnion's lobbying group, which speidcs for tbe company on all mat^s, declined to comiiiait on 
die case. Cunentbwners of what was then the John Eiway Subaru deaJer^ip were uotoiliar with the case and declined 
to o^nunent 

But it was dial day in the auto showroom that Cortez realized how powerless Americans are to def^ themselv^ 
a^inst significant flaws in the credit-^reporting system. 

"1 thought I would be driving my new car back to work after lunch," said Cot^ who Is now retired and living in 
La Mesa, Calif. "I couldn't imagine what wBuM happen next" 
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Here's how it unfolded on March 31, 2005; 

1 pm — Coitez turns into the Subaru dealership patking lot in herald, ted Find Taurus; The Ford had been good to 
her, but it was no match for snow-coveted roads in Colorado. A friendly saleswoman greets Coitea and tells her dre new 
silver Sub»u Fore^ will be ready shortly. They just need to go through the financing process. 

Cortez is expecting a good interest rate on the 8,0<h) vehicle because she had checiced a week earlier and her 
credit score was 761. 

1 :4S p.m. - Cortez is sitting in the finance manager's giass-walled office Wondering why if s taking so long for him 
and the satesWonian to return. Her lunch hour is passing quickly. 

2 p.m. — The finance manager returns, and this time, diere is no fiiendly greeting - only a stem look for the cus- 
tomer bom in Chicago. Then a series of strange questions: 

"Were you bom in the United States? Have you always lived in the U.S.7 When is the last time you left the coun- 
tiy?" the manner asks. 

Cortez is laughing She thinks it is a joke - until the manager tells her that fite TransUnion credit report indicates 
that she is on the U.S. Ticasuiy Department's Office of Fereigp Assets Control list, which tnwks specific indiyiiluals or 
r^imes suspect«l of being terrorists. Transunion's "OFAC Advisor” service had mixed Coitez with a &uidra Cortes 
Quinterg Businesses use such services because the Patriot Act, passed shortly after the SepL 1 1 attack in 2001, prevents 
lenders from loaning money to anyme suspected of being affiliated whhteiTOiists. 

"I am riot that woman,” Cortez pleads to the manager. ”I have my credit report, and there is nothing like that on it.” 

2: 1 0 p.m. ~ The fhianee manager tells Cortez diat they arc calling the FBIlf her name matches that OPAC list 

3 p.m. - Cortez sits alone in the sterile office and waits fbr FBI agents. She expects them to burst through the lobby 
doore with guns drawn. She trembles and imagines what it would be like to be handcuffed and taken away in View of 
other customers and die sales staff. 

3:30 p.m. •• People are looking Into the gjass-wlndowed office where Cmtez is sitting. She knows that word has 
spread sround the dealership that they may have caught a terrorist Cortez tells the finance manager that she is hungry 
and is fheling lighdieade4 but he asks her to stay a little longer. The doaleiahip has possession of her Ford keys. 

4 p.m, — Cortez isgivenhercarkeys by afroni-de^ employee, but the finance manager artis her to wail a liftle 
longer. He then says again that they are going to call the FBI. Cortez sits back down in die dealership lobby and again 
waits for federal agents to arrive. She could leave, she thinks, but she doesn't want them to think she has reason to run. 

3:30 p.m. .— She is hungiy, mihausted and aftaid. Butshe thinks that if the FBI really wants her, agents could just os 
easily pick her up at home. Cortez finalfy drives away from the dealer^ip in her old Ford Taurus as snow begins to fall. 

6 p,m. - Upon airiving at home, she immediately calls her daughter and tells her of the ord^. She is still con- 
viiKed that she will be arrested at eny minute end telis her daughter that she might need lepl help. 

"Th^ Won't believe me,” she says. ''They just won't believe me, Everyone there thinks Pm a letrorlsi." 

6:45 p.m. - Cortez calls the dealership and is transferred to its top manager. 

’We thinkdiere has been a mistake,” he says. "We would tike toapologize.'' 

7; 15 p.m. - Cortez arrives back at the dealerahip and is now treated like a VIP. Everyone is apologizing, offering 
h^SlOO in fiee gas and dinner forher nod her iamily wherever they want to go. Cortez fhels as though she was kept 
hostage, for the day, but even so, she just wants her new car. And the only thing Cortez asks them to throw into the. deal 
is a copy of the credit repmt they received fiom TransUnion. Cortez isn't sure if they ever really called the FBI. 

She finally got fee new car, but a fiyo-year struggle to Ulear her name had just begun, 

Cortez is still driving her 2005 Subaru - and still stinging ftom the experience ofbuying it. 

"Most people think if you pay your bills on time, you will be OK in fee credit wwld,” she said. "But that's not how 
it always works. And somrtimes, the misfekes can be paralyzing." 

mwagner@di 5 patch.e 0 m 
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GRAPHIC; Photo 

John Gastaldo / For the Dispatch When Sandra Cortez tried to buy a Subaru Forester at a dealership in Denver, an error 
on her credit report led to tte innocent accountant being mistaken for an international drug-traflicldng suspect from 
Colombia. Cortez spent five years hying to repair the damage. 
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Check your credit reports 

Consumers are entitled to a fiee credit report every 12 months from each of the three national credit-reporting 
agencies. You also can receive a free report if you have been denied credit within the past 60 days, are unemployed and 
job hunting, receive public assistance orare a victim of ftaud. The National Consumer Law Center oflets tips on what 
Ip cheek in your credit report: www.ncle.orgiiinagesfpdfioIder_consumeiVcreditrepair.pdr. 

Get access to your free reports at AnnualCreditRepon.com 

Reports sponsored by the credit-reptniing agencies can misiead consumcts intn purchasing unwanted information. 
Free reports also can be obtained by phono el I •877-322-IEZ2R or by writing to Aimual Credit Rqrort Request Service, 
P.O. Box ]052gl( Atlanta, G A 30348-5281. bi each case, you must provide your lull name, biith date, Swial Security 
number and addresses from the past five yeats. 

Review credft-CDd oSets tbet arrive in your mailbox 

Name misspellings and other incorrect personal information hi unsolicited offers of credit can be a sign that some- 
thing is amiss in a consumer's credit rtqioft. 

Dispute eredit-repoit errois by mail, keep copies for yourself 

Send by meil all documents and supporting evidence to each of the credit-reporting egencies reporting Inaccurate 
information and keep a copy for your records: Equifax, P.O. Box 740241, Atlanta, OA 30374-0241; Experian, P.O. Box 
2104, Allen, TX 75013-0949; and TianSUoion, P.O. Box 10<», Chester, PA 19022. 

Beware of credit-repair scams 

Consumers who hive accurate but derogaioiy accounts on their credit report can repair the damage they have 
caused ttemsolves by paying bills on time and only taking on addithmal’ debt when absolutely necessary. Some compa- 
nies claim they can remove bad debts, but it is impossibte to remove legitimate debts. The Federal Trade Commission 
(www.fte.gov) offers a hoV of tips to improve your credit standing. 

www.frc.gov/bcp/edWpubS/consumer/credit/crel3.shtm. 

Where to find help 
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ilieCansuiDerProtection Section of Ohio Attomey General Mike DeWine's office encourages consumers to report 
eirors in their credit reports. The office can help mediate disputes. 

Complaints may be submitted: 

* Online:'WWW.ohioaRome^enera1.gov/ConsumerCoinpIainL 

* By phone; 1-800-282-0515. 

* By mail; Ohio Attomey General Consumer Protection Section, 30 East Broad St., t4th Floor, Columbus, OH 
43215. 

Contact infbmiatton for other states' attorneys gieneral can be found on the National As«)cistion of Attorneys Gen- 
era! website, www.naag.org, under AG Fast Facts. 
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Credit'Tepoiting agencies' iailure to address damaging errors plaguing thousands of Americans prompts call for swift 
action 

BYLINE; lill RkpenhofTand Mike Wagner, THE COLUMBUS DISPATCH 
BODY; 

They can look like harmless errors; A misspelied name. A transposed number. A paid debt listed as past due. 

But mistakes on credit reports can infiKt widespread damage. And because there are insufRcient rules on how 
credit-reporting agencies must cottcCI them, Americans are left yiltualiy powerless to erase the mistakes. 

The Dispatch documented the plight of thousands who, through no fault of their own, have been denied the cionOe 
to buy a home or a car, lake out a loan for college, rent an apartment, land a job, join the Armed Fiaces, receive medical 
care or even open a checking account. 

Elected ofBcials, including President Barack Obama, suspect that the probleins plague millions of Americans and 
are calling for reltHm after reviewing a summary of the newspapers findings. 

TIr lederel law that governs credit reporting is fraught with loopholes and obstacles that make ccaiccting mistakes 
difticuli, if not impossible, the newspaper found. 

During a yearlong investigation, The Dispatch collectedand analyzed nearly 30,000 consumer complaints filed 
with the Federal Trade Commission and attorneys general in 24 states that alleged violations of the Fair Credit Report- 
ing Act by the three largest credit-reporting agencies in the United States — Equifax, Experian and TransUnion. 

Industty observers say it is among the most comprehensive reviews ever conducted of complaints against credit- 
reporting agencies. 

The complaints document tire inability of consumeis to correct errors that range from minor to financially devastat- 
ing. Consumers said the agencies can't even correct the most obvious mistakes: Tbaf s not my birth date. That's not my 
name. I'm not dead. 

Nearly a quarter of (he complaints to the FTC and more than half of the complaints to (he attoineys general in- 
volved mistakes in consumem' financial accounts for credit cards, mortgages or car loans. Hanses sold in bank-spproved 
"short sales," at Ires than the value of the mortgage, were listed as foreclosures. Car loans that Had been greid off were 
reported as repossessions. Credit cards that had been paid off and closed years earlier showed as delinquent. 
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More than 5 percent complained to the FTC and more than 40 percent to the attorneys general that their reporta had 
baaic iKTsonal infbnnation listed incorrectly: names. Social SecuriQ' numbers, addresses and birth datea. An Ohio man 
said his repeat identified him as having been a police officer since 1923. He was bom in 1968. A woman in her 60s said 
that her credit report listed her es 1 2 years old. 

More lhan 5 jmeertf complaitied to the FTC that their reports contained w account that did not belong to them. 
Many of those aceounts involved debts that had been turned over to collecdon agencies. A woman in Georgia tom- 
ptained about a medical-ealiectidn account on her report. It was for treating prostate cancer. 

Nearly 200 people told the FTC Aot their credit reports listed them as deceased, cutting off their ability to access 
credit. 

More tlHui half of all who filed complaints with the FTC said that despite their best efrort!t, fiiey could not persuade 
the three major credit-r^rting agencies to fix the problems. 

’Thisis just a sliver of the people who have been unpaid by these problems," said U.S. Rep. Steve Sfivers; a Co- 
lumbus Republkan on the House Financial Services Cor^ttee whose osiessmeiit of the gravity of the problem was 
echoed by a bipartisan mix of lowmahers and industry obsovers. "It sure seems like we need to turn the system on its 

head." 

Shortly aibsr seeing results of tlm Dispatch investigation, Ohio Attorney General Mike DeWine asked other actor- 
neys general tb join a multirtate investigation into the crcdit-ftportlng system. 

"What you feund b stunning and infiiriating," said DeWine, a Republican. "This b something the average citizen 
can't control and can't fix." 

Obama said hi a written statement to The Dispatch diat hb edminislnitton will make reguJating die credit-reporting 
agencies a priority. 

"The one thing We oant affitrd is logo back to the system we had before - a system where risky and irresponsible 
pracdees ondiepartofafew could put our entire econmny is danger," said Obama, a Democrat. "We must continue, to 
fight for an economy where everybody plays by the same lules^ where consumers are protected." 

Obama chose former Ohio Attorney General Richard Cordray to lead the new Consumer Fitiancial ftotection Bu- 
reau, which baa been assigned unprecedented authority to regulate the credit-repbrting industry. Coidray b not calling 
fur reform at this point, but his office b expected to release a plan in July fiuit spells out how it will eveisee the creditr 
reporting agencies. 

“Thb b something that afiects potentially evety adult American," Coidray said. "I think if there are systematic and 
significant errors in people’s credit files, that b of gnat concern because of all the ramifications credit files mean for 
people now." 

The credit-reporting agencies speak dirough their trade group, the Cbhsumcr Data Industry Association, in Wash- 
ington, D.C., which also b their congressional lobbying atm. Associadoii piesiaeut and chief executive Stuart K. Piatt 
questioned die validity of conclusions drawn flom self-rqKnted complaints, 

He said the credit-iepOiting agencies estimate that at least a fifth of complaints arc fiom people nying to game the 
system by having negative but accurate infixmatron removed. 

"The FTC makes clear (that) they are unverified complaints, and dial is important to us," Pratt said. "You don't 
know what happened on the bade end. ... You don't know what actually was resolved.” 

EquiAx, Experian and TranSOnion strive to get it tight every day, Pratt said. "That's our goal; Keep what is accu- 
rate, arid get rid of what should stay out of the pot" 

But mistakes happen, and banks, credit-card companies and other creditors that collectively send 4 billion account 
updates each month to the agencies share the blame for generating ioaccurato infbrmation, Pratt said. 

The Social SecutiQ' Administratioh also hampeis accuracy because it will nt< share with the credit-reporting agen- 
cies its database linking names to Social Security tluntbers, Pratt said. 

Credit-reporting errors do not dberiminate. They happen to men and women, blacks and whites, tlw young and the 
old, die rich arid the poor. 
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The system is voluntary for buslnoses that extend credit; they can choose to report none, some or all pieces of in- 
focmation related to a consumer's account. The system is mandatory for consumers; there is no way to opt out 

Despite numerous studies, the accuracy rate of credit reports largely iS unknown. Estimates of dnse hit by errois 
range from less than 1 percent Boma^dy fundedbythe mdusuy toBhighof25 percent by consumer advocates. 

But somesaydiatevenal percent error rate is ahimlng, because that affects about 2 million people in the United 
States, 

"If I percent of alt can fhlled and caused hrurible aimidents, would we say, Thafs OKT * said Chi Cbl Wu, staff 
attorney widi die Natfonal Consumm- Law Centm', based in Bostw, which advocates fra consumer rights and protec- 
tions. 

The Fair Credit Rqxatfng Act does not require error-free credit reports but rather a stamterd of "maximum possible 
accuracy;" 

The taw requires that the credit-teporting agencies conduct an investigatian when consumers aiert them to errtas, 
but it does not spelloul how such an inquiry should be handled. 

Short of hiring a lawyer and filmg a lawsuit, consumers are virtually powerless to fight a system in which they are 
presumed to be at fault 

Consumer always wrong 

Credit-card oS»s in the mailbox tipped off Robert Circle that something was amiss. They were addressed to Robert 
Cirlle. 

He polled actedit report In 2010 and found Cirlle listed as an alias. He thought a simple phone call would cleat up 
the problem. But he reached only an automated phone system. So he sent a letter to the ci^it,ueporting agency end in- 
cluded documents to prove his l^tity. 

"They never got back to me." said Circle, 38, Who lives in Piketon in southern Ohio. 

After three months of hearing nothing, he riled a complaint with Oie Ohio attorney general's Office, which persuad- 
ed Equifuc 10 correct the mistake. 

"It was probably an errant keystroke. We all make mistakes," Circle said. "But once ifs in the (credit-reponing 
agency) computet, the computer is not Wrong." 

In 2007, Paul Herce began receiving phone calls at his Daytona Beach, Fla., home bom an agency trying to collect 
a S2,5$3 eeli|diDnc riebt belonging to PM Louis of New Yrak. 

"You've got the wrong number," he told ibem. 

But the calls and letters demanding payment kept coming. TUen, in 20i0, Pierce discovered that the unpaid debt 
had found its w^ onto his credit report. He said his credit score - the number derived by a secret tamala that indicates 
credit risk - plummeted fiom excellent (806) to below average (688). 

Thus began a frustrating months-Iong battle to prove that he wasn't Paul Louis. 

He followed the dispute process and sent a letter to Experian. 

"No, thafs your debt," he said the agency told him. 

He sent more letters. Nothing changed. 

“They say they will invesrigale, but they don't investigate," said Pierce, 51 . "Ifs the wrong name. Ifs not even close. 
What do they think?" 

Then he contacted the Florida anpmey general’s office. “Within fbur mrmths, it magically disappeared,” he said. 

James Glaze received a letter in 2009 at hiS Monroe, Wash., home notifying him that be«use ofa significant drop 
in his credit score, the limit on his credit card would be reduced born S1Z,000 to £500. 

Glaze diseOVered that his credit report containod another person's name, unMiiliar addresses and dozens of unpaid 
lax liens and accounts in collection. 
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He Sled a written dispute. Within weeks, Equifax cesponded by saying that it had investigated and had removed the 
incorrect information. 

Glaze pulled his credit repoit to confirm, and be ibund that the infdnnation he disputed had been resnoved only to 
bo replaced with iiew rarots. 

There's no quality control. Hrereh no lights that go, 'dii^ ding, ding ~ something's wrong,' " Glaze said. 

The cycle of removing and r^lacing inaccurate information cohtihued for months. 

Glaze couldn't fhthom how such a grave mistake could be made. He fraud his answer in a bill sent to his house in 
the tiame of James Smith. That bill rirowral Smith's Social Security number. It wm nearly identrcal to Glaze's except Ibr 
the middle two digits. Glaze's were 46, ai^ Smith's were 64. 

He shared that information with the credit-reportbig agency and still nothing changed. 

Finally, after more dian a year. Glaze contacted the Washington attorney general's office, With its intervention. 
Glaze's report rwas cleansed. 

'You feel so violated,'' said Glazci a 611-year-old prison guarrl 'It's a personal assault on your good name.* 

Biilh of credit reporting 

Credit reporting began more than a century ago to help local merchants gauge the risk of extending credit to cus- 
toincTs. 

By the late 196fts, as scores ofregionai Credit-reporting agencira operated in towns big and small, comumers began 
complaining that 'mftmnat ion in ftieir reports was wrong. 

The late U.S. Sen. William Proxmire, a Democrat fitim Wisconsin, heard the pleas from Americans end called ibr a 
law to protect consumas. 

"Perhaps the mbst serious problem in the credit-repotting industry is the problem of inaccurate or misleading in- 
fornmtion. .„ Eveii if it's 99 percent accurate - and 1 doubt that ifs dim good - the I percent inaccuracy reinesenls over 
a million people," Proxmire said at the time. "Mraeover, the cmnposition of the I million persons is constantly shifting. 
Eveiyone is a potential viethn of an inaccurate credit report. If not today, then perhaps tomorrow," 

He crafted the FalrCredit Repotting Act as a consumer's bill of rights. But what became law in 1971 was 6r 
frienidUer to the industry than to consumers, crifics s^. 

Siiicc then, Congress has changed the law twice. Both times, consumers' issues about credit-iepon errors were 
largely overlooked with one exception: The 2003 amendment gave them access to a free credit report every 12 months. 

The purpose Of the ftee credit reports was to make consumers watchdogs of their own Infbrmatioii. Still, six years 
after die change took e%ct, not everyone takes the opponunity to review the reports. 

For example, more than 15 percent of 1,333 registered voten who participated in a Dispatch Poll in 2010 said they 
never had seen their credit report. 

For those who have checked their reports, the 2003 amendment has created a new set of frustrations. The Dispatch 
found. 

More than 21 percent of people who complained to the FTC and more than 38 perceiu Who contacted an attonwy 
general said that they were denied accras to their credit repori. Records show that lararly 900 people complained that 
they hod been trick^ imo buyinga credit report when th^ attempted to obtam a free one. The only source for the gpv- 
emment-maodated free report is AiuiiialCredilRepoit.com. 

CraBumeis also complained dot they couldn't reach anyone by telqihDne at the credit-irasrating agencies to help 
them. 

A man in Florida said he is blind and couldn't reach anyone to help him understand something in his credit report. 
An Oklahoma modier cmildnft reach anyone to find out what to do about the letter she receivral from a creditor about 
her deceased sou. 
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The FTC has cracked down oa the credit*reportiDg agencies several tiines, through settlement agreements in foe 
past decade, for poor customer service and deceptive practices involving the free credit reports. The agencies promised 
to be more responsive, yet foe |Hobiems persist 

Industry spokesman Pratt said the credit-reporting agencies want to help cohsumers, 

"The kind of data t have seen sugge^ these are Uotated problems,'' Pratt said. Th^ are employing foe right tech- 
nologies to respond to consumers and lespond to consomers with a Hve person. These are not unsophistloted systems." 

For the frrst time ever, the industry foees intense scrutiny by a government regulator the consumer-pfotection 
agency led by Ccatlray. The Dodd-Frank Wall Street Refonn Act gave the agency powers that foe FTC has never had - 
foe aiblU^ to pin araess to foe iniier workings of foe national credit-reporting agencies wifoout legal action. 

"This is sort of a shadowy operatiem that no one quite lotows ^> 0011 " smd U.S. Sen. St^rpd Brown of Ohio, a 
^mocrat who has asked Ccirdra.y’s of5ce to investigate. The government needs to look at them." 

Loopholes vs. obstacles 

Ohio Attorney General DeWine likens the credh-reporting industry to Cl's myst^ous wizard behind the curtain, 
because few outsit the agencies truly know how foeir systems work. 

Mimh of what is known has been learned through lawsuits consumers filed against foe agencies. 

The taw itself is partly to blame for the mystery because it foils to define accuracy of reiove^gation, foe official 
term used to descrft» foe highly aufoohated process by which cr^it-rQ^orting agencies determine the validity of a con- 
sumer's dispute. 

The Fair Credit R^Kirting Act "operates under a 1960s conception of a credit repoit. You Uteraliy had a file - a 
card paper file," said Chris Hoofiugle, who is a lecturer at the University of Califbmia-Berkeley School ofLaw and an 
industry critic who calla the credit-reporting agencies necessary evils. "The law has not kept up with foe technology." 

Today, all information flows In and out of a credit-reporting t^ency by computer. When a consumer reports an er- 
ror, the nMum of the mistake is converted to a numeric nide, mostly by coiitnKAenq>loyee8 overseas, and sent electroni- 
cally to the creditor. 

Except in rare cases, no human investigates the cmisumer's evidence^ which typically is not shared with creditors, 
ehber. 

"They dont ihvntigate. They compare," said Evan Headricks, edittf and publisher of foe newsletter "Privacy 
Times" and aufoor Of foe book Credit Scores & Credit Rafports; Ho w foe System Really Works, What You Can Do. 

If foe hiforroation is inaccurate in foe creditcaa' database, it will remain maccurate in credit reports, arid consumers 
will receive a letter saying that the inaccuracy bas been verified as accurate. 

"The credit bureaus see it as foeir duty to putoo yOur report wbat the creditors tell foem. They see foemselves as a 
library," Hendricks said. "That's going to trump bow you te!I them that you spell your name." 

The credit-rqiortmg t^encies naturally are suspicious of documents fo^ receive from consumers because miyone 
with a ramputer can create an ofitcial-kx^g reco^, raid Norm Magnuson, vice president of public affoin fm* foe in- 
du^ Bsso^ion. 

But even credrtcffs say they sometimes have difficulty correcting iraccuraoies through the automated system. 

A North Caroltm collection agency triednumenn^ times to correct an OTOr through the autom^d system. U 1^ 
inconectly ^gned a $3 12 pathology HU in collection to a woman in Washington. 

"We have made three attempts ... to have foe Credit bureaus correot this matter and re plare foe aeccnint cm the cor- 
rect credit report," the company wrote in a letter in 2009 to foe Wafoingfon attcAney genera's office. "All foree attempts 
have been unsuccessful." 

The industiy isys a snufy w credit-report accuracy by foe Policy and Economic Research Couiidl, a pobHc-poiicy 
research group in North Carolina, proves that the system works effectively and that r^^rerts of widespread errors arc 
unfounded. 
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Ptutfs asBtwiation paid study, which included coRsuhatlpn with representatives of Experian and 

TransUnion: Pour thousand consumers were asked to review their credit reports for ineccuracles. Those reports involved 
81,000 accounts, of vdiich errors were found in less than 1 percent, researt^ers said. 

The study also tracked consumers through the dispute process and determine that 95 percent were satisfied with 
foe outcome. 

But otter sources tell a difforent sfory. 

Nearly a foird of respondents to the 2010 Dispatdi Poll said they had found errors oh foeir credit lefrorts. Noily 
twMhirds of foem, however, never attempted to have foe errors eonected. 

Critics of the system say the deck is stacked against consumers, whose only recourse often is to file a lawsuit Un* 
der current law, cr^t-reporting agencies face no penalty for reporting inaccurate information. 

"l!^ extrerte^ important to redtke foe errors in the If s like foe beginning of foe AIDS crisis, where we 

were sheening evey of blood because it could be fatal to pet^le. Well, these cRors in tte credit’Teportmg system 

can be ftUal to peopled llves^" ^id Lucia Dunn, an economics professor at Ohio State University. 'There has to be a 
bet^ way to police this. Our dependence on cr«lit is why foe big three (credit-feportiog agencies) have so much pow- 
er." 

Pratt nid the {fancies have ploi^ of checks and balances, bofo intemany and from outside oversi^t Creditors 
frequently test tte accuracy of foe infonnation they provide to the agencies. 

"Our members always have been driven by accumey,'* he saifo 

But not all consumers would define accuracy in foe same terms as does foe credit-reportuig system. 

In an internal industry memo obtained through a lawsuit and shared wifo The Dispatch, one insider explained accu- 
ral fois way. "We dont have to be perfect. We don't even have to be ri^t We Just have to have rcastmable proce- 
dures* 

Americans scarred by trroti say foe system Is quite unreasonable. 

jriepenhoff@di8pateh.com 

@JRiep 

mwagDer@disfamh.com 

^dateWagnerd* 

p^h Scars; Part 1 of 4 

Credit report afreet all aspects of life. The agencies (hat create them are largely unregulated, and consumers an 
virtually powerless to erase errors in their reports. 

Today; Mistakes abound 

* Monday: Mixed r^rts 

* Tuesday Stolen icteuities 

* Wediu^y Couthouse chacs 

*** 

Credit Scars ... coming fois week 

Credit reporting affects all aspects of Hfe, and tte agencies that produce the r^Totts aie largely unregulated. Con- 
sumers are virtually powerless to erase arors from credit rppons. This Dispatch investigation hlghli^ts the fnoblema. 

* Monday: Mixed reports. The way foe credit^eporting agencies match consumers to accounts sometimes results in 
assigning debts to foe wrong pet^le. Victina of mistiiken identity have loA their Jobsj their homes and foeir financial 
reputations. Some have been wrongly lateled as termists. 
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* Tuesday; Stolen identities. Thieves have hijacked the identities of thousands of children, some at birth. The vic- 
tims face foreclosurm, tenkniptcfas and huge debts years before they ace old enough to apply for their flrst credit card. 

* Wednesdq;; Coutthouse troubles. When ccedh-repoct etrors come ftbm court records, judges and other court offi- 
cials have no standing to coitect them. Court records contain the most damning financial inflation ~ judgmenfa, tax 
liens, foreclosures end bankruptcies ~ and are ripe far errors. 

GRAPHIC: Illuatration and Photo and Graphic 

(!) Chaiiie Zimkiis / Dtsprdch (Cover Ulustretion) (2) Fete Marovieh / for the Dispatch Rkhaid Cotdray, director of the 
Coinsuiner Fbiancial Protection Bureau, testifies bedbre the U.S. House Financial Services Committee about recent ec- 
complisbments of the new federal agency he leads. The agency will have unprecedented authority to regulate credit- 
reporting agencies; 

LOAD-DATE: May $. 2012 
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Check your credit reports 

Consumers ere entitled to a fiee credit report every 12 months fiom each of the three national credit-reporting 
agencies. You also can receive a &ee report If you have been denied credit within the past 60 d^ are unemployed and 
job hunting, receive public assistance or are a victim of fiaud. The National Consumer Law Center offers tips on what 
to check in your credit report: wwW.nclc.org/imageslpdf/older_coiisumer3/creditrepair.pdf 

Oet access to youT free reports at AnnualCreditReport-com 

Reports sponsored by the credit-reporting agencies can mislead consumers into purchasing unwanted information. 
Free reports also can be obtained by phone at I-8T7-T22-R228 or by writing to Annual Credit Rqwrt Request Service, 
P.O. Box 103281, Atlanta, GA 30348-3281. hi each case, you must provide your full name, birth date, Social Security 
number and addresses toom the past Sve years. 

Review credit-card oCTcn that arrive In your mailbox 

Name misspellings and other incoreect personal information in unsolicited offers of credit can be a sign that some- 
thing is amiss in a consumer's credit report. 

Dispute credit-report errors by mail, keep copies for youmelf 

Seod by mail all documents and supporting evidence to each of the credit-reporting agencies reimrting inaccurate 
informationandkeepacOpy for your records: Equifax, P.O. Box 74024 1, Atianta, GA 30374^41; Experian, P.O. Box 
2 104, /Ulen,TX 75013-0949; and TransUnlon, P.O. Box 1000, Chester, PA 19022. 

Beware of credit-repair scams 

Consumers who have accurate but derogatory amounts on ttieir credit report can repair the damage they have 
caused diemselves by toying biHs on time and only taking on additional debt when absolutely necessary, Some compa- 
nies claun they can remove bad debts, blit it Is impossible to remove legitimate debts. The Federal Tlade Commission 
(www.fte.gov) ofhHS a host oftips to improve yam credit standing: 
www.fte.gov/bcp/edu^ubs/conaumer/credit/bte 1 J.shtm. 

Where to find help 
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The Consumo' Protecticm Section of Ohio Attorney General Mike DeWine's ofRee encourages consumers to report 
errors in their credit reports, the office can help mediate disputes. 

Complaints may be submitted: 

* Online: www.ohioattomeygeneial.gov/ConsunierComplaint. 

* Byphbne: 1-800-282-0515. 

* By mail: Ohio Attorney General Consumer Protection Section, 30 East Broad St, 14ih Floor, Columbus, OH 
43215. 

Contaci information for other states' attorneys general can be found on the KationBl A^ocialiondf Attorneys Gen- 
eral website, www.naag.org, under AG Fast Facts. 

GRAPHIC; Photo 
istockphoto.com 
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President Barack Obama 

*’Oiie of die reasons I fought for Wall Street ref<vm was to protect consumers from deceptive and dama^ng flnan* 
dial practices. By creating a new agiency wtese sole job is to look out for Andean consumers ~ and by appointing 
experietic«l con^undr advocate and native Ohio son Richtfd Cordray to lead that agency -< we\e taken big aeps to- 
this important goal. This agency vrill provide impor^t oversi^ of non-bank financial institutions like credit- 
repoithig agencies. In fiart, the Consumer Flnancml Procectitm Bureau is airily hvd at work bringing the nation's large 
credit-reporting agencies under fecteral supervision for the fust time in history, 

"The one thing we can't aifford is to go back to the systmn we bad before - a system where risky and irresj^msible 
prstic^ on the part of a few could put our entire economy in danger. We cant aHow for the law that created America’s 
consumer watchdog and provided authority to oversee fuiancial players like credit-reporting agencies to be weakened or 
wmered down. We cmi't afford to go backwards^ and we must condnve to fight fer an economy where everybody plays 
by the same rutes, where consumers are f^tected and where we can prevent financial crises l&e the one we've bera 
dirough from ever happening again.” 

U.S, Sen. Sherrod Brown, a Democrat from Cleveland 

"If s ahnost as if consumers are guilty until proven innocent. This is a time wheii the private sector has overreached. 
Tliey are undo-^gulatcd. The go vernment needs to look at them." 

Ohio Attorney Gcmeral Mike DeWine. a Republican 

"We started looktngat this as an investigation. I’ve reached out to other attorneys general. Ifs clear to me there’s in- 
terest. It might result in legislation. We could reach a settlement (with the credit-reporting agencies), or it could be a 
lawsuit And these three are not mutually exclusive. Clearly, something has to be done." 

U.S. Rep. Pat Tiber!, a Columbus Republican 

”lfs pretty alarming. The agencies aren’t fbllo wing the law, or the FTC wasnl doing its job." 

U.S. Rep. Steve Stivers, a Cohunbus Republican on the Mouse Financial Services Committee 

"I don't see this as partisan. We all want to Took out for accuracy. We need to make sure protections are reaily there 
for consumers, We don’t need paper protecHons. It sure seems like we need to tom the system on its bead." 
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The late Sen. William Prpxmire, a Democrat fiom Wisconsin, qiealcmg in 1969 

‘'Perhaps the roost serious prablems in the credit.aeportiDg industry is the problem of itecciirate or misleading in* 
formation. There have been no definitive studies made of just tew accurate is the infbimatioa in the files of oonsuroer* 
lepmting agencies; Even if if s 99 {mrcent accurate - and I doubt that ifa that good - the I percent ihaccurucy rtet^sents 
over a million pe^le. 

"While the credil industry might be satisfied with a I percent error, this is small comfort to the I million citizens 
whose reputations are uitjusily maligned. Moreover, the composition of the 1 million peisons Is constantly shifting. 

"Everyone is a potential victim of an inaccurate caedit repoit. if not tod^, then perhaps tomonow." 

GRAPHIC: Photo 

( I) Obama; “We crniT afford to go backwards." (2) DeWine: "Clearly, something has tt) he done." (3) Sttvers: "We need 
to ftim the system on its head.” (4) Proxmire: "Everyone is apotential victim." (5) Tibefr: "Ifs pretty alarming." (6) 
Brown; "The privamKctorhasovmreached." 
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Discrepancies on Medical Bills Can Leave a Credit 
Stain 

By TARA SIEGEL BERNARD 

When Ray White’s son was about 9 years old, he struck a tree branch while riding his bike. Within minutes, an 
ambulance whisked him off to the emergency room. The boy recovered, but many months and phone calls later, Mr. 
White’s insurance company still had not paid the $200 ambulance bill, even though the insurer had assured him it 
was covered. He finally decided it was easier to pay it himself. 

But by then, it was already too late. Unbeknown to Mr. White, the debt had been reported to the credit bureaus. It was 
only when he and his wife went to refinance the $240,000 mortgage on their home in Lewisville, Tex., last month — 
nearly six years after the accident — that he learned the bill had shaved about 100 points from his credit score. Even 
with no other debts, a healthy income and otherwise pristine credit, the couple had to pay an extra $4,000 to secure a 
lower interest rate. 

"It wasn’t like I ignored it," said Mr. White, 47, an executive in Internet advertising. “It's not like I’m a credit risk in 
any way, shape or form.” 

Even people with good insurance coverage know how hard it can be to figure out how much they owe after a visit to 
the doctor or, even worse, the emergency room, which can generate multiple bills. But as patients become responsible 
for a growing share of costs — not just co-payments, but also deductibles and coinsurance — bill paying is becoming 
ever more complex. 

On top of that, more medical providers are using collection services and turning to them more quickly than they have 
in the past, some experts say. 

“It used to be that the mantra was ‘gentlemen and physicians rarely discuss matters of money,’ ” said Dr. Jefft'ey 
Hausfeld, an otolaryngologist and plastic surgeon who now co-owns FMS Financial Solutions, a collection agency that 
specializes in medical debts. "But that has changed now.” 

The reason is that the portion of the bill that patients owe has become a larger percentage of medical practices’ and 
hospitals’ revenue, said Mark Rieger, chief executive of National Healthcare Exchange Services, which offers software 
to help providers manage billing. "They are getting increases in their fee schedule amounts, but their revenue is 
declining because more of the responsibility is being shifted to patients," he said. 
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Medical providers collected no more than 8 percent of their revenue from patients about lO years ago, he said. Now, it 
is closer to 20 percent, or even 30 percent, in some markets. 

Like Mr. White, people who fail to pay or respond to a medical collection agen<y in time — whether intentionally or 
not — may be surprised to learn, often much later, that it left a black mark on their credit record. 

FICO, which produces one of the most popular credit scores used by lenders, said it viewed different types of 
collection agency accounts — medical-related or otherwise — as equally damaging. For someone with a spotless credit 
history, “it wouldn’t surprise me if their score dropped by 100 points or more,” said Frederic Huynh, a principal 
analytic scientist at FICO. And the blemish does not entirely disappear for seven years. 

Consumer advocates argue that this is unfair. After all, medical debt is usually something people do not volunteer for, 
and billing errors and figuring out who owes what can often take months. According to the American Medical 
Association’s 2011 National Health Insurer Report Card, commercial health insurers processed 19.3 percent of claims 
erroneously in 2011, up from 17.3 percent in 2010. 

In 2010, an estimated 9.2 million people aged 19 to 64 were contacted by a collection agency because of a billing 
mistake, according to research by the Commonwealth Fund, a nonprofit research group, while 30 million were 
contacted by a collection agency because of an unpaid medical bill. 

“There is enormous room for errors, whether they are intentional or unintentional,” said Pat Palmer, founder of 
Medical Billing Advocates of America. 

Rodney Anderson, a mortgage banker in Plano, Tex., said he started to notice in 2008 that more of his customers 
were being hurt by these medical delinquencies. So he kept notes on 5,100 loan applicants over 10 months. He found 
that 2,200 had at least one medical debt that lowered their credit score, and many of them were unaware of the 
damage. 

“It’s the same thing over and over," said Mr. Anderson, executive director of Supreme Lending. “You just don’t let 
$100 go to collections to ruin your credit.” 

That prompted him to take the issue to Congress. He said he had spent $1.5 million of his own money on consultants 
and on lobbying to change the rules. And his efforts, along with those of consumer groups and others, have gotten 
lawmakers’ attention. 

A version of the Medical Debt Responsibility Act, which would erase medical debts from credit reports within 45 days 
of being settled or paid, was approved by the House with bipartisan support in 2010. The bill was reintroduced in the 
Senate by Jeff Merkley, Democrat of Oregon, in March. 
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Interestingly, support for the bill comes from a varied group, including nearly 20 organizations — from consumer 
groups and the Mortgage Bankers Association to the American Medical Association. “The current system punishes 
consumers regardless of the underlying facts,” the supporters said in an April 16 letter to lawmakers. 

Gerri Detweiler, a credit expert with Credit.com who supports the bill, said, "Consumers have more rights when it 
comes to disputing a $10 credit card charge than they do a $1,000 medical bill.” She was referring to the Fair Credit 
Billing Act, which gives consumers the right to dispute a credit card charge while withholding payment and protects 
the consumer’s credit report during the card issuer’s 30-day investigation period. 

When a bill is sent to collections, Ms. Detweiler said, there is nothing specifically in the law to stop it from being 
immediately reported. Ultimately, it is up to the medical provider to sign off when bills go to collections and when the 
collection agencies should report to the credit bureaus, according to ACA International, a collections trade group. 

Still, critics of the bill say that reporting the collection information is important because it can predict consumers’ 
future payment behavior. The Consumer Data Industry Association, which represents the big credit bureaus, said that 
it had "deep concerns about deleting any type of accurate, predictive data” before the end of the seven-year period. 

“Broadly speaking, a precedent of deleting adverse information once a delinquent debt is paid would seriously 
impinge on the quality of data,” a spokesman said. 

John Ulzheimer, president of consumer education at SmartCreditcom, also has concerns about deleting data because 
it does not distinguish between late payments that resulted from errors and those that were truly late. 

“If paid or settled delinquencies were simply removed from credit reports as if they never happened, it would severely 
undermine the integrity of a credit report and the resultant credit score,” he said. “That is why it is called a history.” 

Consumer advocates said they believed there should be some sort of mechanism to differentiate between true 
delinquencies and billing errors. 

The House’s version of the bill would erase only debts up to $2,500. Supporters of the bill said they thought that 
amount would help a wide swath of people because many errors are below that level. Still, the bill would not help 
everyone, particularly as Americans continue to spend an increasing share of their income on medical expenses. The 
tens of millions of uninsured and underinsured people are in a particularly hard spot. 

“You can’t afford to buy a policy, you can’t afford to buy coverage through your job, and you end up in the E.R., and 
you have to pay for that visit, and even more you have to pay at non-negotiated prices,” said Sara Collins, a vice 
president at Commonwealth, referring to the fact that the uninsured often pay much more than the rates that insurers 
negotiate. “So if it becomes part of your credit history, it strikes me as really unfair.” 
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The Affordable Care Act, a law pushed by President Obama that overhauled the health care system, may help because 
more people would have insurance and many would have to pay no more than a certain percentage of their income on 
premiums and out-of-pocket costs, said Mark Rukavina, executive director of the Access Project, a nonprofit group 
that helps people with large medical debts. 

Still, he said, “even with the expansion of coverage, the out-of-pocket costs will be challenging for many American 
families.” He added, “Those struggling to pay their share of the costs, and doing so, should not be penalized.” 
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Medical Bills Can Wreck Credit. Even When Paid Off 

Associated Press by Carla K. Johnson - Sunday, March 4, 2012 


CHICAGO (AP) — Mike and Laura Park thought their credit record was spotless. The Texas 
couple wanted to take advantage of low interest rates, so they put their house on the market and 
talked to a lender about a mortgage on a bigger home in the Dallas-Fort Worth suburbs. 

Their credit report contained a shocker: A $200 medical bill had been sent to a collection agency. 
Although since paid, it still lowered their credit scores by about 100 points, and it means they'll 
have to pay a discount point to get the best interest rate. Cost to them: $2,500. 

A growing number of Americans could encounter similar landmines when they refinance or take 
out a loan. The Commonwealth Fund, a private foundation that sponsors health care research, 
estimates that 22 million Americans were contacted by collection agencies for unpaid medical 
bills in 2005. That increased to 30 million Americans in 2010. 

Surprisingly, even after the bills have been paid off, the record of the collection action can stay 
on a credit report for up to seven years, dragging down credit scores and driving up the cost of 
financing a home. An estimated 3.4 million Americans have paid-off medical debt lingering on 
their credit reports, according to the Access Project, a research group funded by health care 
foundations and advocates of tougher laws on medical debt collectors. 

Among them are Nathen and Melissa Cobb of Riverton, 111., who tried to refinance their home 
last year. They didn't qualify for the loan because of $740 in medical bills that had been sent to a 
collection agency. The Cobbs were surprised because the bills — nearly a dozen small 
copayments ranging from $6 to $280 — had been paid before they tried to refinance. The 
collection action took their credit score from good to mediocre and is likely to mar their credit 
report for years. 

"I'm not one of those people trying to ditch out on my bills," 34-year-old Melissa Cobb said. 
"I'm really fhistrated." 

Medical bills make up the majority of collection actions on credit reports, and most are for less 
than $250, according to Federal Reserve Board research. 

The Parks had no idea a billing error they'd sorted out a year earlier — they never actually owed 
the $200 — could affect their credit. They didn't know the bill for a copayment on a PET scan 
Mike needed had been sent to a collection agency. 

"We've prided ourselves in having impeccable credit. We worked hard to establish that," said 
Laura Park, a 5 1 -year-old office manager married to a 53 -year-old firefighter. They are going 
ahead with the home purchase while trying to fix their credit report. 

"I'm very upset," Park said. "It's going to be a nightmare and who knows how long this is going 
to take to resolve." 
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Matt Ernst, a vice president at Mortgage Lenders of America in Overland Park, Kan,, said 
medical collections frequently turn up on credit reports. 

"We see a ton of them," Ernst said. They have an impact on financing, he said, but even he didn't 
realize how much until he learned that someone with a FICO score of 680 — which is 
considered good, but not excellent — will see their score drop up to 65 points because of a 
medical collection, 

"I didn't know a medical collection would hammer it that hard," Ernst said. "Our investors 
require a 620 to even get a loan." 

It's a problem for insured and uninsured alike. Outright billing mistakes, confusion over whether 
a claim will be paid by insurance and disputes between insurance companies and doctors — all 
can lead to medical bills being sent to collection agencies. 

Congress is considering legislation — the Medical Debt Responsibility Act — that would require 
credit agencies to delete paid-off medical debt from credit reports within 45 days. 

"We're not talking about somebody buying a big screen television and not having the ability to 
pay. This is debt incurred because of a health condition. That makes medical debt unique," said 
bill co-sponsor U.S. Rep. Don Manzullo, an Illinois Republican. 

The bill has bipartisan support in the House, said co-sponsor U.S. Rep. Heath Shuler, a North 
Carolina Democrat. Shuler said the health care industry sends delinquent bills to debt collectors 
quicker than any other industry. 

"If it wasn't an industry that sent it straight to collections, we wouldn't be having this 
conversation," Shuler said, A Senate version was introduced last week. 

For Illinois breast cancer survivor Lisa Lindsay, a $280 medical bill led to state troopers showing 
up at her home and taking her to jail in handcuffs. 

Like the Parks in Texas, she, too, said it started as a billing mistake. Her hospital told her the 
radiology bill would be covered because she qualified for a charity care program. But the 
radiology doctors' office sent the bill to a collection agency and, despite Lindsay's protests and 
the paperwork she kept sending, the matter ended up in court. 

Lindsay believed that eventually the documentation would catch up with the bill and be settled. 
She went to court and told a judge her story. Later, she missed a court date — she said she was 
never informed of it — and that's when the state troopers showed up. Lindsay, a 46-year-old 
teaching assistant from Herrin, 111., ended up paying more than $600 because legal fees had been 
added to the original amount. 

"I paid it in full so they couldn't do it to me again," Lindsay said. She recently testified at a 
hearing on aggressive debt collection practices in Illinois. 
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Refinancing a home loan can be affected too by unpaid medical bills — or the appearance of 
unpaid medical bills, 

Iraq veteran Steve Barnes and his wife, Tara, were refinancing their home through a VA program 
when they found out from their mortgage banker that nearly $600 in unpaid medical bills had 
brought down their credit scores. It means they'll have to pay an extra $1,700 in additional fees 
to the lender to get the lowest interest rate. 

Bills for treatment last fall related to his wife's cancer had been turned over to a collection 
agency while Barnes was still talking with his insurance company about what would be covered, 
he said. 

"We pay our bills," said Barnes, 33, the postmaster in Nocona, Texas. "As soon as they were 
brought to our attention, we paid them." But the collection could stay on their credit reports for 
seven years, even though it's now paid. 

Debt collectors support the legislation in the House, according to ACA International, a trade 
association. A key foe of an earlier bill was another group representing the nation's credit 
bureaus. The Consumer Data Industry Association, which hasn't taken a position on the revised 
bill, said that lenders need to see a consumer's patterns of behavior over time and even paid-off 
medical debt is relevant to whether the consumer is a good risk. 

Most hospitals and physician groups use collection agencies to go after late bills after 60 or 90 
days, rather than hiring more staff. It makes financial sense to share the amounts collected with 
an agency. "If you don't collect anything, it's worth zero," said Richard Gundling of the 
Healthcare Financial Management Association. 

Hospitals started relying on debt collectors in the 1980s, said Chicago-based health care 
consultant Jim Unland. 

"When the numbers of uninsured started to grow significantly, hospital financial staffs had the 
perception they were getting overloaded" with delinquent bills. Unland said. "It became easier to 
turn these bills over to collection agencies." 

The Affordable Care Act, President Barack Obama's health care law, bars tax-exempt hospitals 
from using "extraordinary collection actions" until it has made "reasonable efforts" to determine 
whether a patient qualifies for financial assistance. But it's still unclear how that will be 
interpreted and whether reporting late bills to a collection agency would be considered 
extraordinary. Unland said. 

Barnes, the Texas veteran, said he and his wife have learned something: how quickly medical 
bills are sent to debt collectors. "It will really happen in a blink of an eye and you won't even 
know it." 



